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INTER-AAERICAN AFFA:RS 


HAVANA SUMMIT VIEWED BY INDEPENDENT PERUVIAN COMMENTATOR 
Lima OIGA in Spanish 17-24 Sep 79 p 15 
[Article by Guillerom Hoyos Osores] 


[Text] The aNDINA news agency, very well known in its headquarters at the 
Palace of Government and at the Torre Tagle branch, has filled the pages 
of the controlled press with dithyrambic dispatches on the sensational 
Peruvian behavior at the conference of “nonalined” countries in Havana. 


Scarcely had President Morales Bermudez arrived in Cuba when that agency's 
special correspondents brought us news of extraordinary importance. It 
began with the very surprising announcement that the general had met with 
the foreign ministers of the Andean Group and that this meeting was considered, 
in international political circles, “a diplomatic triumph for Peru." It 
was an even greater triumph that those foreign ministers named as their 
spokesman the president of the only Andean country that is also a titular 
member of the “nonalined" movement,” and the only chief of state of that 
sector who was present. Not even Talleyrand at the Congress of Vienna 
received such distinction! The general himself, on his return, did not hide 
from newsmen his satisfaction with such resounding successes. 


What ANDINA Didn't Tell Us 


ANDINA also informed us about “the prolonged applause” brought on by the 
Peruvian president's speech in the Assembly, of the “deep interest" with 
which he was heard, the warm praise he received, the deference of Fidel 
Castro to his friend, the head of the Peruvian Government, about Morales 
embracing Tito, etc. Thanks to the zeal of its correspondents, we know 
that Morales Bermudez spoke “from a yellow wooden lectern" and that the 
room was decorated “with multicolored wallhangings in subdued tones." 


Unfortunately, the agency, absorbed in gathering these important news items, 
was only able to tell us very little, and only in muted tones, about what 
happened at the Havana meeting. Therefore its news items barely managed 

to transmit a toned-down view of the meeting, making no mention of or 
cutting down on everything relative to its deep divisions, to the row within 
the movement and to the sectarian frankly pro-Soviet tone, given the meeting 

















by the Cuban Government and those of the large radical group made up of 

Asian, African and Caribbean countries such as Iraq, Syria, South Yemen, 
Vietnam, North Korea, Laos, the Congo, Benin, Madagascar, Ethiopia, Angola. 
Mozambique, Grenada, Jamaica, Guyana, etc. The prolific palace news agency 
told us almost nothing about the violent disputes with the delegations which, 
led by Yugoslavia, fought to maintain--not precisely the “original principles,’ 
which were never observed--but at least their theoretic formulation. On 

the other hand, the Lima newspapers spread the Cuban Muscovite theses set 
forth by Castro, publishing copious dispathches from PRENSA LATINA and IPS, 
countered in part by those of the official Yugoslav news agency TANJUC. 


Foreign Press Reports 


To tind out what was happening in Havana it was necessary to read the foreign 
press. LE MONDE of Paris, for example, told us that in the room where one 

of the foreign ministers’ committees was meeting to agree upon a formula to 
settle the Cambodian problem, Fidel Castro appeared suddenly, hurling insults 
at those governments which dared to censure the Vietnamese invasion of 
Cambodia, calling them “saboteurs™ and “puppets of imperialism." Encouraged 
by this demonstration of gentility, the prime minister of Vietnam, Pham Van 
Deng, denounced at a press conference the “abominable efforts of Yugoslavia" 
to restore the Khmer Rouge to power. 


According to THE NEW YORK TIMES, during the discussion of the proposal to 
“suspend” Egypt introduced by the extremist Arab countries with the suppoit 
of Cuba and the opposition of a iarge number of African governments, , 
Senegalese Foreign Minister Miasse criticized “the puppets cf Havana." The 
president of Mozambique, Samora Mechel, replied that the Senegalese minister 
“must be either addicted to drugs or drunk.” Kaunda of Zambia, in turn, 
called him “stupid,” while the Cuban vice prime minister, Carlos Rafael 
Rodriguez, courteously called him a “rat.” 


Castro-Tito: Formal Reconciliation 


Only the common and overriding interest of Castro and Tito to avoid an 
explesion in the meeting brought them to a merely formal reconci)iation 

to save face. The two groups compromised on the wording of the final 
Declaration. Castro, who in the document suggested by him in his inaugural 
speech at the beginning of the meeting, had addressed the most gross insults 
in his none too refined vocabulary to the United States and the other 
western democracies, did not succeed in having these included in the 
Declaration with the names of the addressees, but they were included in 

the very clear allusions currently in use in the communist lexicon. Nor 
was the document able tc proclaim the organization's clear identification 
with the socialist countries, as the Cuban dictator desired; instead he 
mangaged to insert praise for the collaboration between the "nonalined" 
countries and "all progressive forces," a euphemistic expression whose meaning 
is also clear. Tito's effort to have certain allusions to Soviet 

















expansionism included was unsuccessful. He barely succeeded in having 
included in the final text a vague negative reference to “hegemonies,” 
a word used by the Chinese with reference to Moscow. 


ihe questions of the Middle East and indochina occupled the preferred 
ittentlon of the delegations and most of their time. in both cases the 

deep divisions were obviated by the handy device of postponing their 
solution. The proposal to suspend Egypt, maintained tenaciously by the 

Arab “rejection front" and by the governments most committed to the USSR, 

was sent to the preparatory meeting of ministers, to be held within two years 
in New Delhi. The dispute over Kampuchea's representations--whether it will 
be the government of Pol Pot, destroyed by the Vietnamese army, or the 

regime imposed by Hanoi--will also remain unresolved for the same period. 

An unlucky choice! On the one hand were the savage, genocidal Khmers, and 

on the other, the equally genocidal Vietnamese, through wrom Soviet imperialisa 
in Southeast Asia is being expanded. Although it appears that the 

Peruvian Government, bowiug to its exotic impulses, had naively tried to 
mediate between the two, the affair was viclently debated to the end of 

the conference. In this case the postponement--as Yugoslavia pointed out-- 
meant a clear victory for Castro, and actually, that is what it was. 

A government recognized by the United Nations was deprived of its repre- 
sentation in the “nonalined movement,” which on an international level means 
sanctioning the use of !orce. 


Castro and Senator Church's Warnings 


The head of the Cuban Government, having been elected chairman of the 
conference--a mere formality which did not necessitate General Bermudez’ 
speech and praise of the communist tyrant--will head the “nonalined 

movement" for three years. Although the movement is shaky, heterogeneous 

and inconsistent with any useful purpose, in his sectarian and aggressive 
hands it can be an efficacious weapon in the service of Muscovite imperialisn. 
This is what happens when tension in the Caribbean area, already very great, 
reaches a higher temperature because of the alarm caused in the American 
Congress and in the Pentagon by the presence of Russian combat troops in 

Cuba. 


Although it cannot be said--yet--that Nicaragua is becoming “Cubanized,” 
and there is hope for the installation there of a democratic regime, 
nevertheless there are some disquieting symptoms. Castroism operates 
throughout Central America. U. S. Senator Church, known as an “extreme 
liberal, “ has said that “it is necessary to end Cuban aggression on the 
continent.” Under these circumstances, leajership of the “Nonalined move- 
ment" by Castro is not only grotesque and absurd, but highly dangerous. 


Peru: Shared Seat 


As for questions relating to the “new international economic order," the 
“avana conference only repeated the vagaries, generalities and complaints 

















which have been sired — thousand times in all the international forums. 

As for the Peruvian initiative for a greater “horizontal” economic relation- 
ship, the important thing is not words, with whose meaning no one can 

disagree, but deeds. The idea that there is an understanding between the 

two world blocs, based on <zhe fact that the totalitarian communist states 

have been forced to call on the capital and technology of the West, is beyond 
this reality and attributes to it a political significance 4: does not actually 
have. On the contrary, the danger exists of a relapse into the cold war. SALT 
ll, after being strongly resisted in the U.S. Senate, runs the danger of 

coming to naught as a consequence of the installation of Soviet troops 1., 

Cuba. 


To control Castro's leadership in the nonalined movement, Marshal Tite 
demanded and obtained the expansion of the Coordination Committee; in the 
future it will have 10 more members. Peru, a candidate for one of the 
seats, was able to obtain it only by sharing it over the next three years 
with Grenada, a former British colony with a government which is frankly 
pro-Castro. A notable result! 


ihe Havana swamit conference has not served to further one iota or line the 
solution of the problems its delegates discussed for hours on end. Although 
it may not have been, as such, a farce, the “nonalined moverent”™ lacked 
purpose because of its uselessness. 
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INTER-AMERICAN AFrAIRS 


BRIEFS 


NEW BRAZILIAN AMBASSADOR--During a ceremony at government house this morning, 
President Jorge Rafael Videla received the credentia!l« of the new Brazilian 
ambassador to Argentina, Carlos Frederico Duarte Concalves da Rocha. 
|[PYO80712 Buenos Aires Domestic Service in Spanish 1600 GMT 7 Nov 79 PY] 


CHLLEAN CITIZEN ACQUITTED--Mendoza, 7 November (NA)--According to the local 
newspaper MENDOZA the federal court had acquitted Carlos Tamayo Cuesta, a 
Chilean citizen, who in June 1977 hijacked a commercial plane with a toy 
pistol, ordering the pilot to land at the iocal airport. According to his 


version, he was leaving the country becaz. «< vas being persecuted for 
political reasons. The court's decision was mewe because it considers the 
hijacking to have taken place while the ‘lean airplane was still over- 


flying Chile. [PY080712 Buenos Aires NOi._.As ARGENTINAS in Spanish 1345 
GMT 7 Nov 79 PY! 


FCUADOREAN AMBASSADOR TO CHILE APPROVED--The Chilean government has approved 
the appointment of Gustavo Cordoles Pareja as Ecuadorean Ambassador to 
Santiago. [PY051449 Paris AFP in Spanish ON1LS GMT 5 Oct 79 PY] 





cso: 10 








ARGENTINA 


BRIEFS 


FRENCH CORVETTE PURCHASED--Buenos Aires, 31 October (AFP)--It was officially 
announced today that the Argentine Navy has decided to purchase a a * : 
French Corvette A-69 for coastal defense and anti-submarine warfare. [Paris 


AFP in Spanish 1942 GMT 31 Oct 79 PY] 


BOEING 747 DELIVERED--The fourth Boeing 747 airplane to be incorporated into 
the international fleet of the Argentine airline arrived ir the couutry. 
According to the president of this state enterprise, it wiil purchase an - 
additional two jets and four Boeing 727's, which will be used for commerc 
flights within the country and to neighboring countries. resi 
Aires Diplomatic Information Service in Spanish 0251 GMT 31 Oct 


COST OF LIVING--Buenos Aires, 7 November (TELAM)--It was officially announced 
that the cost of living during October was 4.3 percent above that of + ng 
ber. During the first 10 months of this year, the cost of ima 

by 118.1 percent. [Buenos Aires TELAM in Spanish 2255 GMT 7 Nov 


ZIMMERMANN RESIGNS--The Central Bank of the Argentine Republic last night 
announced that it had accepted the resignation of its vice president, . 
Christian J. Zimmermann. According to Decree 2776 of the Executive —* 
Alejandro J. Reynal will occupy Zimmermann's former post. IBuenos Aires 
LA NACION in Spanish 13 Nov 79 pl, 9 PY] 


REPORT ON YPF ACTIVITIES--Buenos Aires, 6 November (NA)--Raul Ondarts, 
president of the Board of Directors of Government 0il Deposits (UPF) an- 
nounced that the enterprise plans to drill 79 exploratory wells in 1980. 
He added that 59 wells, 21 of which proved productive, had been drilled 
as of 31 October 1979. This represents a success rate of 35.6 percent. 
The production of crude oil in the country amounts to 112,480 cubic meters 


per day, 64 of which belongs to YPF. [Buenos Aires NOTICIAS ARGENTINAS in 
Spanish 1322 GMT 6 Nov 79 Py] 


NEW NEWSPAPER-~Posadas, 27 October (TELAM)--The morning newspaper EL 
LIBERTADOR will publish its first issue tomorrow. This new newspaper, 
which will have an initial publication of 25,000 iseues of 32 pages, is the 
second newspaper in Misiones Province. Jorge Ezequiel Sanchez is the direc- 


tor and Jose Ulises Lopez the editor of this publication. [Buenos Aires 
TELAM in Spanish 1532 GMT 27 Oct 79 PY] 


Cso: 3010 6 

















BRAZIL 


DECISIONS ON INTEREST RATES, WAGE INCREASES DESCRIBED 
Sao Paulo LSTOE in Portuguese 5 Sep 79 pp 88-90 
[Article by Paulo Fona and Rolf Kuntz: "Changes in Style] 


[Text] With interest-rate control, announcement of the new wage policy and 
completion of the budget, the government fulfilled in just 1 day its most 
urgent commitments in economic affairs. In regard to wage matters, the so- 
lution arrived at Wednesday at a meeting of the Economic Development Council 
is especially favorable to lower-income workers (up to 10 times the minimum 
wage), who will receive semiannual increases equal to or greater than the 
increase in the cost of living as computed by the IBGE [Brazilian Institute 
of Geography and Statistics] (see following articles). 


In regard to interest rates, the decision taken at the National Monetary 
Council meeting, also on Wednesday, 29 August, Should serve, at the outset, 
to at least get the attention of the public. "It is a blow on the head of 
the bankers for all society to see," said ex-Minister Angelo Calmon de Sa, 

a banker and one of the private-enterprise representative: on the CMN [Na- 
tional Monetary Council]. The blow on the head was not al. that heavy. For 
the time being, commercial banks, investment banks and finatice companies 
must reduce the rates on their loans by 10 percent, The reduction, to take 
effect on Monday, 3 September, must be computed, in the case of banks, on 
the weighted average of transactions made in August. Finance companies will 
take as a reference the annual rates prevailing on 31 July. It was only a 
first step toward organizing the financial system, said Finance Minister 
Karlos Rischbieter after the CMN meeting. 


The Second Step 


The next meeting of the Monetary Council is scheduled for 19 September. By 
then the government will have made new decisions about the open market, long 
a concern of the finance minister, and about compulsory deposits by commer- 
cial banks in the Central Bank. 


A reduction in the compulsory deposit, expected to be the second step, has 
been anticipated since the week before the CMN meeting. This compulsory 

















deposit, until now set at 35 percent of the amount of demand deposits, may, 
however, be changed more drastically. The government is considering a new 
way of computing it that may include not only demand deposits but also other 
sources of tunds, This will result in a more effective control of all de- 
posits, fed by ve 420us sources that have become increasingly more important 
and that are not: included, for accounting purposes, in deposit accounts. 
Funds acquired abroad, social security contributions and taxes withheld by 
the banks, government transrers and so forth are factors in the supply of 
cash normally not included in the base for computing the compulscry deposit. 


Although demand deposits continue to be by far the most important source of 
funds, the others have been, in the case of the large institutions, the most 
rapidly growing. Taken together, these other sources represent a significant 
port.on of amounts available to banks. 


Plans for this second step also include a reduction in goverament transfers. 
Adjustment Phase 


Following the last meeting of the CMN the monetary authorities will now have 
about 3 weeks to evaluate the effects of controls in the various sectors of 
the tinancial world (deposits in passbook savings, demand for Readjustable 
National Treasury Bonds and so forth). Nor is it yet known exactly what will 
happen to banking profitability. The control does not include rates paid on 
deposits, hence leaving to the banks the responsibility to pressure their 
suppliers of funds. The volume of transactions--which will ultimately de- 
pend upon the coming decisions abou. the compulsory deposit and transfers-- 
will also determine the eventual gains and losses of the banks in this new 
phase of economic policy. 


the government, says the finance minister, will be alert to creation of 
"new reciprocities," with which the banks may try to compensate for the 
lower interest rates, The authorities are not incline”, however, to police 
the reciprocities already imposed by bankers on their clients. 


To supervise application of the new rates, the Central Bank must receive 

by 15 September statements of the interest charged during August in the 
kinds of credit subject to lower rates (the control does not affect trans- 
actions for financing agriculture, those made with foreign funds, those re- 
financed with the funds of official institutions and those subject to spe- 
cific regulation). After that, monthly statements will furnish additional 
information for supervision. According to the finance minister, clients 
will be able to assist in the surveillance. 


Authoritarianism? 


"The measure is psychological and political, but not technical," banker 
Jose Carlos de Moraes Abreu (Itau group) said after the meeting. According 
to his statement, the solutions “were put on the table at the last minute," 














without the representatives of the private sector having been abic to examine 
and discuss the subject more fully. In his word, the government is going 
“ayainst the forces of the market, with authoritarianism." 


In Sao Paulo, the president of the state banking association, Lazaro brandao 
(BRADESCO [Brazilian Discount Bank] said that “the large banks were penal- 
ized by application of a reduction factor of 10 percent." Reason: some 
large institutions have been operating with lower rates. Thus, someone who 
was charging 4 percent per mouth will now have to charge 3.6 percent, while 
others who were charging, for example, 4.5 percent, will remain at a level 
of 4.95 percent. BRADESCO, according to Brandao, would be able to adjust 

to the new rates promptly by reprograming its computer center. "I believe 
that other banks will also do this promptiy,” he added. 


Businessman Abilio Diniz (Pao de Acucar group), also a member of the CM, 
exploded shortly after the meeting: “If they want, they can expel me from 
the council right now."" The scant attention paid to the words of the pri- 
vate sector was regarded by some as a maneuver to reconstitute the CMN with 
businessmen more in harmony with government policy, now being guided by 
Delfim Netto and Karlos Rischbieter. In the case of large retail estab- 
Lishments such as that directed by Abilio Diniz, the restriction imposed 

by the government affects selling organizations, which should be service 
companies and not financial entities. 


Luis Eulalio Bueno Vidigal (Auto Parts Association), another businessman 
with a seat on the CMN, preferred to praise the measures, 


Will the controls (or reduction, since interest rates were not really sub- 
jected to general control) work? Among bankers there are those who main- 
tain that it will be difficult for the government to supervise the whole 
system. Even the president of the Bank of Brazil, Osvaldo Collin, admits 
that the task is not an easy one: “Surveillance is always the big problem." 


For the first time, however, the government is establishing a system of re- 
quired information which, if well used, will result in some control. The 
phase of gentlemen's agreements, such as that made in Manaus in 1977 and 
immediately buried, is past. Or such as the gentlemen's agreement estab- 
lished in the first half of this year by leaders of the largest banks and 
announced in Sao Paulo in the presence of the Central Bank president, Carlos 
Brandao. The participation of businessmen requested by Finance Minister 
Karlos Riscnbieter may be especially important for control. 


It cannot be said that the government has turned against the bankers. But 
Minister of Industry and Commerce Camilo Penna said “the government took a 
big step in the direction of showing the public that the financial system 
is not privileged." The Central Bank "will consider as a serious fault," 
says the resolution published Wednesday evening, “noncompliance with the 
provisions ststed herein, as well as any inaccuracy of information rendered 
that may be determined in verification." 








Underdeveloped Wall Street 


Planning Minister Delfim Netto could hardly be described as an enemy of the 
banks, It was during his administration as finance minister that the big 
financial groups now dominating the market in Brazil were established 
through processes of merger and incorporation. But he was also capable, 
when he considered it appropriate, of imp sing restrictions on interest 
rates, More than once the finance minister met with the bankers to vell 
them, purely and simply, what would have to be done. On one such occasion, 
as there was a reaction, Delfim declared that the next day the Bank of 
Brazil would reduce its discount rates on trade acceptances. Soon there- 
after he published an article in the BOLETIM CAMBIAL [Exchange Bulletin] 
denouncing the banks as speculative owners of land in Sao Paulo with inten- 
tions to transform “Avenida Paulista into an underdeveloped Wall Street." 
Contro).s, of course, were never perfectly rigid, but until 1973, except for 
few occasions, the supply of money was always expanded more or less amply 
without major problems. Only after entry of foreign funds assumed very 
great proportions, forcing on the government increased issues of National 
Treasury Bills to contain monetary expansion, did the interest-rate situa- 
tion begin to concern the government more seriously. Beyond a certain 
limit, additional issue of government securities would be possible only 
with a large increase in short-term rates. At that moment the monetary au- 
thorities decided to partially freeze the funds coming from abroad. Ex- 
change reserves were already surpassing, in gross terms, the level of 

$6 billion. 


Under Full Steam 


At the same time that it is setting a new style in relations with the fi- 
nancial sector, the government is burying, perhaps for a long time, the 
idea of a banking reform--at least along lines similar to those conceived 
by the former president of the Central Bank, Carlos Brandao. For the mo- 
ment, the plan to withdraw from the Bank of Brazil its role as monetary 
authority has been abandoned, Nor is the Central Bank likely to lose, in 
the short run, the development accounts it administers. The planning min- 
ister has always frankly confessed that it is not easy to control the Bank 
of Brazil, one of the oldest organs of the Brazilian federal administration 
and for a long time one of the main sources of qualified personnel, Rather 
than authoritatively controlling the Bank of Brazil, Delfim's policy has 
always been that of having an understanding with it, respecting its identi- 
ty and trying to get the maximum results from its potential. With the new 
economic orientation, says a federal official, the Bank of Brazil should 
operate at full steam, aiding economic growth and helping reduce idle in- 
dustrial capacity, identified by the planning minister as one of the fac- 
tors in rising prices (idle capacity means higher fixed costs per unit of 
output produced). 


The major novelty, in financial terms, will be gradual reform of the sub- 


sidies policy, which this year alone is taking some 300 billion cruzeiros 
from the federal public coffers, 
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New CIP 


Within the new system, the Inter-Ministerial Price Council (CIP) will prob- 
ably be converted, together with the National Superintendency of Supplies 
(SUNAB), into the Coordinator of Supply and Prices (CAP), under control of 
the Planning Ministry. In the Finance Ministry, this transfer is explained 
as the result of Rischbieter's disbelief in the effectiveness of the CIP. 


In the Planning Ministry the explanation is different. What is intended, 


according to an aide, is to establish a system to monitor prices and supply 
that would enable the government to act promptly on inflationary focuses. 


8834 
cso: 3001 


ll 














BRAZIL 


DELFIM NETTO INTERVIEWED: EXPANSION IS ONLY SOLUTION 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 25 Sep 79 pp 34, 35 


{("Exclusive’’ interview with Planning Minister Delfim Netto by staff re- 
porters: "More Production Is the Only Solution, Says Delfim"’; date and 
place of interview not given] 


[Text] Planning Minister Delfim Netto, in an exclusive 
interview granted to 0 ESTADO DE SAO PAULO and JORNAL DE 
TARDE, advocated adoption of a developmentalist policy as 
the only way to solve the three main problems that aggra- 
vate inflation: physical shortage of foodstuffs, high 
petroleum prices and balance-of-payments deficit. In 
Delfim Netto's opinion, these problems can be solved only 
by producing more physically and utilizing to the utmost 
the idle capacity existing in the economy. Vigorous ex- 
pansion of agriculture and exports--sectors where much 
idle capacity exists--is, according to him, the best way 
to make the economy operate at ful] capacity, which will 
contribute to reducing inflationary pressures. With these 
measures, plus control of the government deficit, Delfim 
Netto believes the balance of payments problem can also 
be solvea. The minister also advocates in his interview 
elimination of subsidies granted to agriculture by bene- 
fiting from the increased production and productivity. 


The Goal: Brazil at Full Capacity 

Question: The direction of economic policy has changed greatly and there 
are many people somewhat perplexed about this. Some businessmen, for ex- 
ample, cannot figure out what is going on... 

Delfim: If the businessman were busy figuring it out we would be lost, be- 
cause what the businessman should be doing is working; that is what he must 
do. Later, through his work, he will, in fact, begin to understand. 


In Brazil today we have a number of problems to be solved at the same time. 




















We have the balance-of-payments problem, the energy problem and the infla- 
tion problem, which is also linked to the balance-of-payments problem anc, 
indirectly, to the energy problem. 


Let us see what strategy could be adopted: One solution would be to bring 
on a recession; that is, stop everything or reduce production, put Caramuru 
[Diogo Alvares, early Bahian settler] in charge of the Indians and end it 
all. In other words, it is hoped that about four centuries from now we can 
start everything all over again. That would be one possible solution, one 
that would take a while, but that might succeed. Another solution: take 

a qualitative leap and arrive at another stage, and if this stage works we 
will have a little better society, adapted to the situation. What is that 
situation? We face a physical shortage of foodstuffs, a high price of pe- 
troleum over which we have no control and a bance-of-payments problem that 
has already existed for some 5 or 6 years, since we use foreign savings for 
domestic consumption. Hence, there was only one thing to dc: find, if pos- 
sible, sectors with idle capacity. Why? Because, in physical terme, how is 
a debt paid? Only be producing. In physical terms, how is the balance-of- 
payments p-oblem overcome? Only by producing the right things; that is, 
producing import substitutes or what requires the lowest import coefficient. 


And how is the inflation problem attacked? The basic cause of inflation is 
the government deficit; inflation is no mystery--Brazilian inflation is the 
most primitive that can be imagined. It is well known: it is the govern- 
ment deficit that must be controlled. We have not managed to do this. Fur- 
thermore, alongwith this deficit we have a tremendous shortage of foodstuffs; 
we had 3 years of very poor crops and today we face physical shortages. One 
need only note that we are importing rice, beans, corn, soybean oil, and so 
forth. Ina ether words, we are importing what we do not have, what we were 
not able to “roduce enough of. 


Hence, there were only two alternatives: if there are sectors where capac- 
ity is idle, then a possibility of a solution can be glimpsed. If such 
sectors do not exist, then there really would be no solution and we would 
have to turn back. In other words, if Brazil were already operating at full 
capacity we would have to retreat. There would be no other way to go. But 
if we look at agriculture we see an immense idle capacity. 


What had to be done was expand agriculture dramatically. That is what we 
are trying to do. And also expand exports dramatically, which is what we 
are trying to do. If we are successful in these two objectives we will have 
Brazil at full capacity. We will then have a chance to begin reducing in- 
flationary pressures, if at the same time we are controlling the government 
deficit. And we will thus be able to solve the balance-of-payments problem. 


What will it mean if the government policy is successful? It will mean 
having a sizable farm crop beginning in March or April. Things seem to be 
going in that direction, since there is at least a great enthusiasm and the 
planted area should increase some 12 percent. That means that, if the 
weather is good, we will have an increase of 15 ot 20 percent in production. 
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We are beginaing to push exports; we are beginning to hit some specific 
projects; we are speeding up exchange devaluation a bit, to more than conm- 
pensate for the reduction of incentives; and we are promising the producer 
that this will continue. In other words, the policy of export incentives 
will continue. 


We are thus putting in motion the two important components. But this depends 
upon people's work, since the results will not come in 2 to 10 days, but only 
after a year or more, because this takes time. We have to increase exports 
by more than $5 billion per year, which is the minimum necessary for us to 
make a qualitative leap. 


Hence, if we have the good crop year that we expect and if we are successful 
in expanding exports, then we will wove ahead rapidly. Things are beginning 
to go in the right direction. Later, as happens in economics--which is like 
any organism--to the extent that we are gc:ag in the right direction, inter- 
nal forces tend to help us. 





But what are the factors that would obstruct this? The first obstructive 
factor is a very high inflationary pressure. The problem is that at the 
base of the inflationary pressure is the government deficit. As a conse- 
quence of this we have, in the first place, an unbalanced wage level that 
is clearly higher than any possibility of being met, other than with much 
greater inflation. 


That is a fact that society will have to understand. If wages increase 70 
percent, inflation will increase 65 percent, and this is true not only here 
in Brazil but also in Russia or any other place in the world. Hence, this 
is a physical fact, not an ideological question and it does no good to argue 
about it. Ceicainly, the opposition must demand the impossible, because if 
it demanded the possible the government would immediately do it. So whoever 
is in the opposition must demand the impossible and whoever is in the gov- 
ernment can only do the possible; that is the way of the world. The gov- 
ernment can only do the possible. 


This is a component that I hope to see improved through passage of the 1 No- 
vember bill. With its passage we will have an initial position, everybody 
will get a raise, everything will be put in phase, this pressure will be ab- 
sorbed, let us say, by December or the beginning of January, and then there 
will be a new rule in operation. From that point on it is a struggle to 
gain or lose. 


We must also make it quite clear that if we have a politically open society 
this type of negotiation that leads to strikes, that creates certain fric- 
tions, is absolutely natural. This does not destabilize the economy, al- 
though it may cause a little more inflation. If only because we are just 
learning, the disputes are almost like giving birth. When businessmen and 
workers sit down at the table, they give the impression of being antagonistic 
classes. Now and then they are united, under the table, to take money from 
the government. But normally there is a show of opposition that is not 
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really disaffection in collective bargaining. As the increase in procuctiv- 
ity was left to be negotiated, and as this is a fluid ching, the most the 
government can do is say that the average productivity of the economy grew 
4 or 5 percent. Later, the various sectors will argue about that. They 
will say that their sector grew more, because it is really up to cate, with 
enormous business profits, hence that sector could show 7 percent: or another, 
that is a less dynamic sector, that is having problems, may show 4+ percent. 
But this exercise is necessary. Without it the desired improvement of so- 
ciety would not come about. 


We have a strategy that can be successful; this, however, does not depend 
solely on the strategy, but rather on the work of people. It is an illusion 
to think that this will succeed simply because it is on paper. As 4 matter 
of fact, it will succeed only if people understand what is happening and work 
in the rignt direction, As I feel that we really have an active business 
class capable of understanding things (it suffices to see the response of ag- 
riculture--and vou are also going to see the response in the export sector), 
we are going to succeed. 


Today we have a wheat subsidy of $1 billion; we clearly cannot go on like 
this. In meat, w° have a subsidy of almost 9 billion cruzeiros; in milk, 


of almost 5 billi These things have to cease. There is no way to keep 
a system function with such subsidies, unless it were decided to make an 
enormous increase . ‘xes and make a transfer to pay these accounts. But 


it is obvious that t.. .ax burden will fall on us ourselves. This is an 
amount of subsidy that even the government carnot bear, much less society. 


Hence, I am not trying to reduce prices; I am trying to reduce the rate of 
inflation, My idea is to utilize this increase in production and produc- 
tivity to begin eliminating the subsidies. In this way, there will be a 
smaller increase in prices than would occur in another situation and, grad- 
ually, we will absorb these charges. If everything works out, we will have 
an opportunity next year to contend with an inflation rate of about 40 per- 
cent. I do not really like to quote figures, because it is much too soon 
for this. But it means that if we are on a plateau we will be able to de- 
scend to another plateau. The success of all this will depend upon this 
first step. Monetary correction depends upon a reduction in the rate of 
inflation. When it is going up, monetary correction is the devil's own 
handiwork, but when it goes down, monetary correction even helps. So, if 
it is possible to lower the inflation plateau the whole system will begin 
to work in the right direction, and everything else will be helping. We 
will have to struggle during tne entire year if this is to happen, and in 
the year 1981 we will adjust things a little better and reach a lower pla- 
teau. This plateau, however, will do us no good if the energy problem and, 
to some extent, the balance-of-payments problem are not solved. 


One thing is inflation, which is money that goes from one side to the other 
and from there back to the first side, and so on; it is a redistribution. 
Another thing is the energy problem. The energy problem threatens to stifle 
the economy. This cannot be allowed to happen. Hence, it is necessary to 
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solv. the energy problem, We are attacking it from all possible angles, and 
in 30 days we have already accomplished a lot. Much has already been done 
by General Figueiredo's administraticn: first, funds were given for tie 
PROALCOOL [National Alcohol Program], and these are noninflationary funds 
that come from the Energy Mobilization Fund. By 1985 PROALCOOL wiil be pro- 
ducing 170,000 barrels per day. The substituticn that began last Wednesday 
of fuel oil by coal in the cement industry represents a reduction of 20 per- 
cent in fuel oil consumption. And all the other sectors are readjv.ting. 
Refineries are being pushed to reduce energy consumption, because the sec- 
ond largest consumption of energy is by refineries. In the agriculturai 
sector we have three or four items underway that will give us an enormous 
boost. We have a wood-burning tractor that we have been experimenting with 
for more than 40 days and which is functioning very well. We are going to 
exhibit it in Sorocaba on 28 September. We have a mobile gas generator 

that we are also going to demonstrate in Sorocaba on 28 September. That is 
to say, it is r~cessary to transform all drying equipment to operate on 
energy produced from residues on the farm itself. 


We shall see that we have a very good chance of keeping the volume of in- 
ported petroleum relatively stable. All that will remain then will be the 
price effect. But the price effect will be compensated for by the price 
effect of our exports, because it is not possible that only the prices of 
imported goods will rise; the prices of exported goods will also rise. 
What we have here is the result of worldwide inflation. 


Hence, all this activity leads to the idea that there is a real possibility 
of being able to overcome these difficulties. To overcome them a little in 
petroleum substitution, a little in che balance of payments, a little in in- 
flation. It doesn't help any to hope that something important is going to 
happen in 8 days, because that is not going to occur, Precisely because 
everything is the result of cumulative work. Although no one believes in 
miracles, everybody hopes for one. It is necessary to understand that there 
is still time t> do something and that the strategy can lead to a solution. 
There is no g\ arantee, but it can. 


Clearly, there is no historical law, although Marx would have liked other- 
wise, such that we are neither condemned to the abyss nor condemned to 
eternal progress. It will depend upon what we are capable of doing. 


The only thing I think is important is that Brazil is one of the few viable 
countries. If we look at the rest of the world and if we take a somewhat 
longer view, let us say of 10 years, we shall see that energy is a problem 
that is here t» stay. It took a while for mankind to become aware that the 
world is finite, We are a globe; the volume of petroleum that we have down 
there is finite, waether we like it or not. If this does not happen in 
2021, as Herman “ahn predicted, it will be in 2022 or 2050. But the petro- 
leum is finite. And Brazil is really in a position to develop a technology 
with renewable energy. 
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I will say more: we are ahead of the others in this process. With all our 
primitive technology, with all the troubles we have, we are clearly ahead of 
the otzers. We have complete mastery of alcohcl production, something the 
others have not yet accomplished. It is not an extraordinary technology, but 
it will take them a long time to master it. We have the sun; and the basis 
for all this is the sun, in order to be able to capture the energy accum- 
lated in the plant and transform all that into the kind of energy that we 
want. We have an intelligent work force capable of functioning; we have a 
quite sizable entrepreneurial class; we have a reasonably organized povern- 
ment; we have resources of all sorts. In this way, Brazil is in a position 
to wzwrow, but this will nct be done without difficulties and problems. If we 
take 2 10-year view, what will happen to a nation of western Europe? their 
alternative is the atom, a technology not yet completely mastered. It is 
also highly unlikely that all their petroleum cas Se replaced in that way. 
We are substituting for petroleum with coal, which is a mastered technology; 
with alcohol, which can be mixed with various vegetable oils; and with hydro- 
electric energy. The whole tragedy is that liquid fuel cannot be replaced 
by any of these forms. So what I believe, I repeat, is that within a per- 
spective of 10 years we have, in fact, a very good chance. But it is going 
to take an enormous effort on our part. 


This is what I wanted to say. I will now answer any question that you ask, 


Question: Cannot our export effort be jeopardized by the recession in the 
United States and by the restrictive measures in other industrialized coun- 


tries? 


Delfim: It can, but by how such do we want to increase exports? It is in- 
finitesimal; we want to increase exports by $5 billion per year, half of it 
in agricultural products and half in manufactured products. World trade is 
about $1 trillion and even with recession and everythin. else it grows 3 or 
4 percent a year, in physical terms. And there is also inflation on top of 
this. So the increase we want is infinitesimal. We have shown we are ca- 
pable of this. It just depends on aiding the domestic policy. But it is 
clear that we will have to push somebody out. We are not going to get ‘his 
little slice as a gift, no matter how small it is. So the export sector 
will have to be well prepared. The sector must have financial support, 
price support, adequate support. If it were easy, we would already have 
done it. 


Question: And is there not a need for revising incentive policy, since 
there are still reactions abroad? 


Delfim: Incentive policy is being revised; partly through an agreement al- 
ready made, we are reducing the incentives that GATT felt did not meet its 
rules, something that is really questionable, because today nvubody follows 
any rules. It is an illusion to think taat the other nations follow the 
GATT rules, Only the underdeveloped nations follow them, especially be- 
cause the underdeveloped nations have to be honest, just as a poor man has 
to be honest because there is no other way. That is the key point. 
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This year we are increasing eyyorts of manufactured goods 18 to 20 percent 
with the policy we now have; it just needs 4 bit more push. The problem is 
that we have idle capacity in the capital goods sector and also in the con- 
sumer durable goods sector. These domestic restrictions in the automobile 
sector today will eventually require the manufacturers to seek exports in 
order not to cause recession. 


Question: As the foreign debt only tends to increase, would it not be ap- 
propriate to provide incentives for investment of risk capital? 


Delfim: This can be observed in what we are doing. If you follow closely 
you will see that by the end of the year the flow of direct investments will 
have grown considerably and the willingness of business firms to transform 
loans into capital will also have been stimulated, 


If you divide this debt into its parts, we have the debt of the government 
(federal, state and municipal), the debt of the subsidiaries of foreign con- 
panies and that of the domestic companies. You will see that an important 
part of this debt is really capital. 


That is because our legislation favors indebtedness. So you have capital 
registered as a loan. If you create the proper conditions, a part of this 
is rez*ly transformed into capital. Hence, I believe we have a chance, 
within 2 or 3 years, to dramatically reduce the growth rate of foreign debt. 
What are we doing? How did we come up with the figure of $5 billion as the 
increase in exports? That figure is not an accident; it resulted from a 
simple exercise: Wanting to maintain the so-called coefficient of vulner- 
ability at the level where it is today, and computing the import require- 
ments we are going to have next year, plus debt service, by transposing 
terms we have how much exports will have to increase so that everything 
happens in such a way thar the coefficient of vulnerability remains the 
same, And that is where the figure 5 comes from, Hence, this exercise 
shows that, if in 1980 we make a leap of $5 billion; if in 1981 we again 
make the same leap, which will then represent a smaller effort; and later, 
in 1982, 1983 and 1984, if we are exporting about $15 billion nore, which 
represents a much smaller effort... This thing here, combined with the 
exercise of control over fuel imports that we have been seeing thus far; 
combined with certain assumptions; continuing the interest rate at about 
12 or 13 percent on the debt service; combined with the foreseeable things, 
and so forth--then this right here shows that you can go, in 4 or 5 years, 
to a considerably better situation than what exists now. So you see that 
the effort is not really so dramatic. 


Question: But will we have the funds to import the capital goods, raw ma- 
terials and so forth? 


Delfim: We have immense idle capacity... If we did not have that ic'‘e ca- 
pacity, then there would indeed be no solution for us, 
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If we were in a country where the arable land was already utilized and where 
industry was operating at 95 percent of capacity, there would be only one 
solution: a deep recession. 


Question: Your di.gnosis is of a very great shortage of goods; meanvhile, 
at the end of this year there will he a very large increase in demand based 
upon higher wages, elimination of tax withholding on the lLith-month salary 
and a greater willingness to extend credit to the consumer. Will sot the 
increase in demand combined with the extreme shortfall in supply you have 
just mentioned cause a serious buying panic? 


Delfim: What we have is a shortage of foodstuffs. And what did we do Last 
Wednesday we lifted restrictions on importing scybean oil, 500,000 tous of 
corn and 200,000 tons of rice. When I free restrictions on demtrnd, I wiil 
have this supply already here. There is no shortage of anything else; if 
there is more demand for clothing, shoes and so forth, industry is prepared 
for it; if there is mors demand for television sets and stoves, these indus- 
tries are now operating at only 80 percent of capacity... So everything is 
all right. 


You could certainly say that inflationary pressure will be very serious. But 
let us see whether there would be any other solution. There isn't any. Your 
ques’.ion is really important in going through a little exercise. There can- 
not be the slightest doubt that President Figueiredo's objective is also to 
adjust the economy. But his major objective is to create conditions for 
having a politically open society. This is because he bas a firm conviction 
that it is necessary to create mechanisms by which the social tensions that 
are now accumulating can be disscived and the nation can function. Clearly, 
it will be said that the economi< problem makes the political problem more 
difficult. That is true. And that the political problem makes the economic 
problem more difficult. There is no solution other than to cut off that 
vicious circle at some point. 


So let us see whether something different from what we now have would be 
possible, since everyone is fiercely democratic until his own interests are 
at stake. The businessman says that wage negotiation is essential, that 
freedom is wonderful, and so forth, but men the time comes for wage negoti- 
ations he says: sock it to them. So he says: I am going to sit down at 
the table, but you will have to make some as*urances to me, because other- 
wise the situation would be unequal; in other words, I am quch weaker than 
they are! The truth is that everyone wants to have democracy, a politically 
open system, but no one wants to go to the trouble it takes to keep that 
system working. Everyone wants to put an end to inflation, but when it 
comes time to talk about wages, no one speaks up. There is even a deadly 
cynicism, Everyone knows that if wages go up 70 percent the result must be 
an inflation of 60 to 70 percent. So, the economy is working well. 


Some pressure has been created. The inflation was produced because wages 
induced it. Wages today may be pushing up inflation somewhat, but this 
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push is not unwarranted. Past inflation, and particularly in the recent 
past, has exerted pressure for higher wages. So what we have here is a sys- 
tem that feeds on itself. What was the solution? Either resist a wage in- 
crease because of its inflationary effects, and thereby stray from the main 
objective, or let these pressures really be absorbed. How is this done? 

By accomplishing what we are planning and letting the system adjust itself. 
And what does that mean? It is a kind of euphemism for saying this: let 
inflation occur, because the purpose is a politically open society that ab- 
sorbs significant portions of economic and social pressures. 


The great and primary objective of the government and of all strategy adopted 
in the economic area is to create and maintain a politically open system. 
That is the great and the only commitment of President Figueiredo. 


The president of the republic will not hesitate to sacrifice, if necessary, 
economic objectives to obtain his politically greater objective. /The po- 
litically open system is in command of the economic sector./ [in boldface] 
In one way or another, economic problems will be solved. And what everyone 
wants is a politically open society. 


Question: You, who participated for so long in authoritarian governments 
and even signed AI-5 [Institutional Act No 5]... 


Delfim: ...And I would sign it again if conditions were the same... 


Question: ...Then could you explain better why suddenly the same system 
that chose repression and did everything possible to repress, is now making 
a great profession of faith in democracy and in a politically open society? 
What happened? Could this not indicate that, also without much ado, the 
same system could decide to repress everything again? 


Delfim: No. There is no way. It is not just stubbornness on President 
Figueiredo's part. Let us, for the sake of discussion, assume the opposite: 
repress everything again and lower the boom. And what will happen 5 years 
from now? The government will again come to the conclusion that, after re- 
pressing everything, it will have to liberalize everything and then every- 
thing would start all over again. 





So, that is no solution. We must liberalize and even the military them- 
selves think so. They have always felt that way, although they always had 
a very clear notion of order, It is true, there were some head-on colli- 
sions, some things didn't turn out right, the car skidded a bit, it leaked 
water, and all that... but the object always was to make this nation polit- 
ically organized. 


Question: But, Mr Minister, even if inflation is moderated, the pressure 


will remain. So what you have said is not sufficient to explain the reason- 
ing behind the wage policy bill in the way it was presented... 
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Delfim: Why not? Let us think about the wage-policy bill for a while. This 
bill is intended to regulate the conflict, to regulate debate. Clearly, 
come what may, wages must be corrected in accordance with monetary devalu- 
ation. This will have to be done, because otherwise the whole system would 
collapse. One of the most asinine things being said in Brazil is that the 
government wants to reduce real wages. Something of that nature would 
thwart the government's whole objective. The policy would not work if this 
were to happen. So we have to maintain the real wage at least on the aver- 
age, even if it cannot be maintained at the peak of inflation. This is in- 
exorable. So, the bill says that every 6 months this will be reestablished. 
Why? Because when we go from a level of 40 percent inflation to one of 

50 percent, real wages are greatly reduced in the process. Later, if it 
continues at 50 percent, production is much less. 


We must raise wages, at least the purchasing power of wages, and start this 
discussion about increasing productivity which is, after all, a matter of 
fairness, because the worker must contribute his share to the goods produced. 


Now let us see whether there would be any other solution, Either we could 
let wage negotiation be entirely free, and we are seeing what happens: one 
comes along and asks for 180, another for 78, and this leads to cumulative 
problems... Or we can have an absolutely rigid policy, such as the one in 
force during 1974-75. Neither of these is feasible today. What happens 
when this policy is implemented? It is a compromise between the absolutely 
rigid policy and the total absence of policy. It is to maintain real wages 
on the average and permit negotiation within a range of 4, 5 or 6 percent, 
which is an amount that can be easily absorbed. 


You say that the pressure will continue, As a matter of fact, if inflation 
continues, the policy will tend to sustain inflation at the same level, as 
every wage policy tends to keep inflation at the same level. How can one 
gain from this? One can gain only by an extraordinary increase of produc- 
tivity in some sector of the economy, which is what we are hoping for in ag- 
riculture. If there is not a good crop, then there will be no solution, 
since prices will continue to rise. 


But there are two factors: one is the scarcity of foodstuffs and the other 
is the government deficit, The latter will be reduced substantially. I have 
been tied up for a month here studying this, because here we have the basic 
reason for rising prices. And what is the way out? By a path that is al- 
most primicive: everything that is in deficit is outside the budget; and in 
this way they can borrow money abroad. A government enterprise that has to 
maintain a certain level of investment not compatible with tax receipts, with 
appropriation of funds through the budget, is accustomed to seek $200 million 
abroad. What is this? It is a deficit, pure and simple. And financed in 
what way? In the most primitive way possible: by printing paper money to 
finance the deficit. This has been the case with government enterprise and 
it has been the case with private enterprise. 
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Private enterprise has two choices: either get domestic financing or get it 
abroad, which is either an increase in capital or a loan. The private enter- 
prise is organized for its own sake, The entrepreneur does not make invest- 
ments above his capacity, because he knows that later he will not be able to 
pay. But this is not the case with government enterprises--federal, state or 
municipal. When a governor decides to have a sanitation program and does not 
have the budgetary funds to carry out this program (sanitation, of course, is 
important; we all know that it is essential), rather than raising taxes and 
increasing the savings of the public sector, what does he do? He arranges a 
foreign loan. And what is that? It is simply an artifice. As he cannot 
issue money, foreign borrowing by state and municipal governments is like 
giving them the power to do so. 


Question: The government itself has stimulated this by granting bigger in- 
centives to borrowed capital than to investment capital. 


Delfim: They are two different things. I am speaking about borrowing as a 
way of financing a deficit. A municipal government, under normal conditions, 
would have to organize the budget. It would have to raise taxes or charge 
the cost to its constituents and create savings to finance this service, 
charge an appropriate fee, try to get a loan from a bank and so build the 
sanitation system within the limitations imposed by the budget. 


In other words, society would have to finance this. But what does the mayor 
do? He sticks to the budget and doesn't have to worry about anything; he 
charges no taxes, he increases the number of municipal employees, he in- 
creases the payroll. He then says that in order to do so $200 million will 
be needed. And he takes out the loan. 


It appears to be a loan, but he picks up the $200 million and takes it to 
the Central Bank, which gives him 6 billion cruzeiros. In this way, the 
municipal government is given issuing power. 


Question: Please rephrase the example for the case of a private enterprise. 


Delfim: The private company has responsibility for its assets. The private 
businessman cannot borrow money irresponsibly because he knows that in this 
way he will go broke. So the government has a privilege: it is the only 
sector that cannot go bankrupt. 


So it happened that a perverse syst<m was set up: you finance everything 
through a deficit, but that deficit is not apparent. In that way it caused 
problems in the balance of payments; it was necessary to borrow a lot of 
money abroad, and so forth. Thus, the government ended up making it easier. 
You do not raise the rates for electric power, but you borrow a dollar. You 
do not raise railway fares, but you borrow a dollar. This is a primitive 
form of financing the deficit. 


Question: Does that mean that this budget surplus that is being exhibited 
is misleading? 
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Delfim: No. No budget surplus is being exhibited; just the opposite. 


Question: We are having surplus revenues of 50 billion cruzeiros., Just 
last Wednesday the president sent a message to Congress... 


Delfim: It is not a surplus. It is an excess of receipts. An excess of 
receipts arising from the fact that prices rose more than expected and the 
face value of receipts was more than taxes. To offset that, expenses also 
rose more than expected. Why? Because receipts and expenditures are both 
related to the price index. But this is not a budget surplus; it is an ex- 
cess of revenue. It is sophisticated language for saying that in August 
1978 we expected a growth in output of about 4 to 5 percent and an inflation 
rate of 35 percent; unfortunately, there will be a growth of 6 percent and 
an inflation rate of 50 percent. Hence, this means that there is a 50-bil- 
lion-cruzeiro excess of revenue; offsetting that, government contracts were 
readjusted by 50 percent, and government expenditures as well. If one looks 
closely he will see there is a direct allocation to the 50 billion cruzeiros; 
this is purely nominal; it has no real importance. 


Question: But if we go on borrowing money, if business and government... 


Delfim: We must borrow some money on behalf of the Treasury to raintain an 
appropriate coefficient of indebtedness but not generate cruzeiros, because 
our problem today is not to permit deficit financing through foreign bor- 
rowing. 


Question: But the Treasury will also have to pay interest and compensate 
for the corresponding exchange devaluation... 


Delfim: This is why revenue must increase exactly in proportion. 
Question: ...and face increased risks abroad... 


Delfim: No, it is the Treasury that suffers; no one in Brazil takes any 
risk, Everything that private companies are borrowing has the guarantee of 
the Treasury itself, The international bankers know quite well what is be- 
ing done. It is not a broad highway. The road is narrow. We have to get 
out of this rut, but there is water here and also water over there, which 
correspond to agriculture and exports. The other smaller thrust that will 
be assuming an important role and that in the future will be the great force 
that will open prospects for Brazil, is energy. What is this energy problem? 
Besides being an enormous difficulty in the balance of payments, it is also 
as if we were discovering a new leading industry that will provide work for 
everybody. It will develop Brazil as the automobile industry boosted Brazil 
in the decade of the 60's and as the petrochemical industry propelled Brazil 
in the 70's. 


Question: There could be some accidents. What could collide with this ag- 
riculture policy is the concentration of rural property holdings in Sao 
Paulo, which is pushing subsistence crops into more remote areas. 
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Delfim: That is not going to happen. First, because we are going to region- 
alize this, We are certainly not going to permit production of sugarcane 
where food is now being produced. I'm glad you brought this question up. 

We are organizing the system, What happened with PROALCOOL, which has really 
begun to function? This week 30 or 40 projects were approved. We cannot 
allow 1 million hectares in Sao Paulo to be used to produce sugarcane, It 
must not be done this way. Because the value of the land would increase so 
much that production of food would become impossible. Clearly, alcohol pro- 
duction must be pushed to the agricultural frontier. Where we should really 
be producing alcohol is in thz “cerrado” region, which is perfectly suitable 
for this. And this is why we must produce alcohol not only from sugarcane 
but also from wood, The fact that we are trying to produce ethanol from 
wood is fundamental. Why? Because wood uses the poorest land. And this 

is where it has an additiunal value. This point has not yet been resolved, 
but possibly it will be; the technology to produce it is already mastered, 
But the bypreduct of producing alcohol from wood is lignin, from which is 
produced coke and animal rations. Hence, there will be a forestry-cattle- 
raising complex, which is the type of business suitable to the Northeast. 

Two activities resistant to drought and that also have a closed circuit 
within themselves. 


Each of those collisions you are calling to mind we are trying to detect and 
change. It may be that in the next meeting of the National Energy Council 
this very problem of competition for land will be discussed. We are making 
differentiated policies, Interest rates for alcohol production came out ex- 
actly equal to interest rates for the rest of the agricultural system. For 
this reason it is necessary to create a differential in favor of alcohol. 


Question: At the same time that it puts great hope in agriculture--an agri- 
culture that has so far been accustomed to subsidized credit--the government 
speaks of ending subsidies. 


Delfim: This business of subsidies for agriculture has a large proportion 
of myth. Certain documents that have been in circulation are no longer cir- 
culating, because each of them has about 40 errors, so that everything is 
being restudied, One of these days a document will come out more or less 
telling the truth. Each one is revising his own study. 


You had controlled prices and subsidized interest rates. The interest-rate 
subsidy was incapable of offsetting the controlled prices, It was not by 
chance that the planted area was reduced. Production has not diminished 
purely and simply due to climatic factors. This happened and it was the 
most important factor. But the planted area itself was less, because real 
credit to agriculture was reduced, Agriculture has been used as a kind of 
scapegoat, when inflation was really created by foreign borrowing. When 
this adminis:‘ration began, what was my first outcry? Agriculture cannot he 
restricted, because a little error that is made in accounting for $500 mil- 
lion of a foreign loan is more than all the credit that is being given to 
agriculture, And they make errors of $500 million every day. You cannot 
balance the monetary budget on the shoulders of agriculture. 
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Your question is perfect. We are going to let the market function in agri- 
culture. First, we need an increase in supply. And the subsidy itself will 
have to be reduced. If we have two or three good ciops or one good crop 
now, you let the high prices capsize. 


Question: Won't this exorcism of foreign credit lea’ to a reduction in 
reserves? 





Delfim: It is not exorcism of foreign credit. Foreiyrx credit is essential 
for investment. Foreign savings are used in combination vith domestic sav- 
ings. To accomplish what you have to accompJish. But you cannot use foreign 
credit to finance consumption. 


Question: Does that mean that maintaining reserves is no longer a funda- 
mental issue? 


Delfim: We are trying to maintain the so-called coefficient of vulnerabil- 
ity. Our reserve today is not a large reserve. It cannot be cons‘dered an 
exaggerated reserve. Quite the contrary. It is a reserve that gives some 
tranquillity. So much so that we must increase this reserve by $1.5 billion 
per year. 


Question: Then the idea is not only to maintain them but also to increase 
them? 


Delfim: Yes. You must maintain a relationship among exports, reserves and 
debts. 


Question: I still cannot understand your exchange strategy. Could you ex- 
plain it better? 


Delfim: It is my devaluation rigorously applied. If I have 5.5 percent 
domestic inflation and foreign inflation of less than 1 percent, how much 
do I have to devalue? Would it not be exactly what was devalued? 


Question: But if you examine the exchange rate of the last 12 months you 
will see that foreign inflation was not discounted. 


Delfim: But devaluation was really accelerated in order to compensate for 
reducing the subsidy. This is what is written in that document that was 
approved a year ago--in February of this year. 


Question: But will you maintain this relationship? 


Del fim: There is no other way. If this is not maintained. exports 
are finished. What was negotiated? It was negotiated to transfer the credit 
on the IPI [Finished Goods Tax] to the exchange rate. To the extent that 
inflation can be reduced, the readjustments will, of course, be smaller. 
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Question: But even so, it makes a difference of 4 to 5 percent more cor- 
rection in the rate, 


Delfim: How do you discount the IPI? 


Question: But the IPI is only charged on manufactured goods, not on primary 
products. 


Delfim: So? You cannot propose a multiple tax system. 





Question: But 70 percent of our exports consist of primary products. 


Delfim: Of course they do. If you were already giving special incentives 
to exporting agricultural products you could complain. But this is not 
what is happening. In coffee, for example, you have hidden a different 
rate of exchange. In soybeans, you also have a hidden confiscation. Not 
much can be said because the rate of exchange is already 30 cruzeiros to 
the dollar. This system is very complex. 


Question: Then the government intends to end the confiscations? 


Delfim: Not all the confiscations, because it would not be appropriate. 
And the export tax is the control mechanism you have to prevent external 
prices from falling. Let us suppose that you were accelerating this ex- 
change devaluation a little more and you projected a soybean production in 
this year's crop of, I hope, perhaps 15 million tons. Why should we lose 
money because of the exchange ratio? The same thing would happen with cof- 
fee. We cannot do this. What we have to discuss is, if the devaluation 
were outside of the parameters, what could one expect? I think it is not. 
I really think that what had been lost and what is being lost in terms of 
incentives was recovered. The devaluation was large because the rate of 
inflation was high. 


The government certainly must give this its attention, because it eventually 
provides a floor for interest rates. The person with the greatest concern 
in readjusting this matter is myself. This even helps me in the fight 
against inflation. But the one thing we cannot do is let the exchange rate 
get out of line. Because then we would have another insoluble problem, The 
rates for electric power are out of line. The fares for transportation are 
out of line. The price of meat is out of line. If I let the exchange rate, 
which is the price of prices, get out of line, then we are lost, 


Question: You still face political problems in setting higher rates, as in 
the recent case of electric power rates. 


Delfim: That is not so. That was the product of an understanding with 
ELETROBRAS [Brazilian Power Companies Inc.], There was no outside inter- 
ference in setting rates. 
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Question: We are talking a lot about the foreign debt and we are neglecting 
somewhat its counterpart, which is the domestic debt. Apparently it has be- 
come more complicated to administer than the foreign debt, has it not? 


Delfim: Let us see. What happened Wednesday is a very important step to 
arrange the domestic debt. The domestic debt is the other side of the coin 
of the foreign debt. The complement of the foreign deficit is the domestic 
debt. A securities market such as the open market, an LIN [National Treasury 
Bills] market, which is a purely monetary instrument, ended up having certain 
uses of a fiscal nature. This is what disarranged everything. Yesterday we 
took the first step to straighten it out. Clearing will really lead to put- 
ting things in order. What is now lacking? What we must do now is to again 
create conditions for transforming the short-term domestic debt into long- 
term domestic debt. 


Question: Does that mean that you are going %o get involved in computirg 
monetary correction? 


Delfim: No, just the opposite. We are going to give 5-year securities suf- 
ficient advantages so that a person will buy this paper. This debt is mad- 
ness. The whole domestic debt of the Treasury is turning over every 1.7 
days... Is it possible to keep this up? 


Question: You mean to say that this government debt--all of it--is being 
renewed every 2 days or less? 


Velfim: This is a fast-moving country, old chap. Faster moving than the 
Sadia -hicken... 


Question: Does this mean that the government intends to use the open market 
as an instrument of monetary policy? 


Delfim: It iis essential as an instrument of monetary policy. Once we have 
lengthened the profile of the debt, the open market will again be the great 
instrument of monetary policy. When I permit foreign credit to be used for 
suitable purposes--that is, to complement domestic savings for investment 
and recycle cruzeiros--it is through this policy. 


Question: Doesn't this increase interest rates? 


Delfim: Not necessarily. There is an increase of interest rates today, be- 
cause of all this I am telling you about. Everything is blocked up within 
the open market. It is a gigantic thing. The whcle system is clogged up. 
This cannot be solved in 3 days, in 60 days or in 90 days. It is necessary 
to establish a policy that is leading in the right direction. 


Question: What would be the right direction? 


Delfim: There is nothing dramatic, no leading factor in any of these poli- 
cies we are discussing here. Did we discover some new idea here, so that 
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everything is going to work out all right? Nothing of the sort. You have 
to straighten out the domestic financial market, you have to straighten out 
the foreign financial market, you have co work on agricultural production, 
on energy, the foreign debt; and every one of these little things goes in 

some direction, It is important that everything go in the same direction. 


Question: In this case there may also be accidents. In passing from the 
short-term market to the medium-term market, can't there be a reduction in 
the volume of transactions on the open market and an undesirable direction 
of investments to other savings such as passbook accounts? 


Delfim: You have to create a balanced system. Passbook savings is func- 
tioning for many and good reasons. It is credit over which the government 
has complete control. It is as if 5-year loans were already being attracted. 


Question: What type of incentive do you intend to give for buying securi- 
ties? Would it be a fiscal incentive? Would it be better monetary correc- 
tion? Would it be interest rates? 


Delfim: When the time comes, we shall see. 
Question: The government wants to make the investors adjust... 


Delfim: Of course. That is essential. Everything possible will be done to 
make longer-term investments more attractive than short-term. 


Question: Rut that is so obvious, why was it not done before? 
Delfim: Don't ask me. I just came in... 


Question: Thus far we have spoken about a strategy and to what extent it 
can succeed. My question is: and what if it does not succeed? 


Delfim: It doesn't do any good to ask that. First, because in Brazil 
nothing is going to happen, Brazil is not going to be finished. Second, 
because I think this strategy has a great probability of succeeding. And 

I see no other way. If there is anything better, it can count on me, Every- 
one wants to do better. Those responsible for executive functions must do 
the possible. Those in the opposition must demand the impossible. This is 
fundamental, This does not bother me in the least. I think that is the 
way it should be, It would be absurd to pretend otherwise. The opposition 
must say that everything is wrong, that there is some way in which you can 
do everything differently. It is up to me to do what I think best. Because 
this is how the democratic system operates. 


Question: In the Third PND [National Development Plan] there was the de- 
liberate intention to avoid quantitative commitments and goals. Don't you 
think it is important for businessmen to know when a reversal in the infla- 
tionary trend can be expected? 
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Delfim: Businessmen can hope for something of that sort only if they under- 
Stand what is happening and give their help. Because this passive attitude 
of theirs of thinkirg that they have nothing to say, that it is we who are 
in command, is not right because it is not true. On the contrary, it is the 
businessmen who must act. The most the government can do is make speeches. 
This is a physical matter. It is they who have to function. They know bet- 
ter than I that we have to absorb these pressures that exist initially. 


Question: It happens that the big businessman today is the government. 
Practically all the privai:e initiative that yet remains depends basically 
upon the decisions that are made here. 


Delfim: It does not depend upon the government. We are making decisions. 
I do not say that they are all correct, but we are making decisions. 


Question: What is your idea about government enterprise? The state enter- 
prises are apparently making decisions, acting on their own account... 


Delfim: That is not true, The state enterprises--all of them--are subordi- 
nated to a ministry, but they really follow the guidance of the government. 
When SIDERBRAS [Brazilian Iron and Steel Corporation] does what it does, it 
does not do it of its own accord, It does it because the minister of indus- 
try and commerce made that policy, because that policy was approved in the 
CDE |Economic Development Council] and, before it was approved, that policy 
was submitted to an internal descussion to see whether or not it was feasible. 
It does not do as it pleases. 





Question: You cannot deny that they have a great deal of autonomy... 


Delfim: In construction, the present is dominated by the past. In other 
words, to get to the third stage it is necessary to go from the first to the 
second. But you can only go to the third stage after you go through the 
second. There is no other way to get there. To a large extent, the govern- 
ment today is subject to the measures it took in the past. For example, the 
decision to terminate the steel plan: Minister Camilo Penna is trying to 
increase the efficiency of the companies--he cut corners, he rearranged, he 
adjusted, he reduced costs--and eventua)ly a minimum program was approved 

to terminate the steel plan, which is essential. But how was this done? 

It was done in a rigorously noninflationary way. He will need 10 billion 
cruzeiros from the Treasury. And he will get the 10 billion. 


Consider this transportation program that is being set up to be able to use 
coal in steelmaking and in cementmaking. It is a big program that is being 
financed in a rigorously noninflationary way. And all this is being ad- 
jue ed. Each of these programs is being adjusted, 


Question: Doesn't the Energy Mobilization Plan presuppose borrowing foreign 
funds? 
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Delfim: No. On the cont-cary, the Energy Mobilization Plan is a closed 
system. We approved PROACOOL in the Monetary Council. Even the existing 
funding in the monetary budget for financing expenditures was canceled and 
will be tinanced by PROALCOOL funds. They are noninflationary funds. In 
the first round there will be an increase in the price of petroleum tecause 
of this. There is no foreign loan whatever. However, the fact of having a 
foreign loan is not important. What cannot se is a foreign loan to purely 
and simply finance a deficit. This is what is absurd. What we are cutting 
out is the loan to pay for expenditures. Somebody did not raise rates and 
got a foreign loan to meet the payroll. This cannot be, These are the prob- 
lems we must correct. It is inflation, pure and simple. You arrange @ sub- 
sidy, but this makes for a gigantic deficit and this is what we have to stop. 
There is no other solution. This is what the government is aware of and 
will stop. 


Question: Then the government will raise its charges? 


Delfim: You must correct rates. Do you think it is fitting to charge % to 
7 cruzeiros for the Metro and 2 for the train? It cannot be. Neither can 
you purely and simply raise the fare. Other investments must be made first 
to improve service, But the fare will have to be adjusted. 
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BRAZIL 


DELFIM NETTO INTERVIEWED, OUTLINES NEW CREDIT POLICY 
Sao Paulo VISAO in Portuguese 17 Sep 79 pp 45-48 


{"Exclusive” interview with Planning Minister Delfim Netto by Antonio 
Tofaneto: “Everything Is Wrong"; date and place of interview not given] 


[Text] Lowering yields on government securities to the 
level where interest rates have fallen; restrictions on 
investments in CDBs [bank certificates - f deposit?], 
government securities and passbook savings, to induce the 
saver to invest in business firms; changes in the income 
tax to prevent borrowed money from being more attractive 
than capital investment; reduction of the "gigantic sub- 
sidies” for milk, meat, wheat and various business sectors 
--all this is part of the strategy established by Planning 
Minister Delfim Netto to reorganize the financial market. 
His first step was to introduce a reduction of 10 percent 
in interest rates, which goes into effect at the beginning 
of the month, by decision of the National Monetary Council. 





In an exclusive interv‘ew granted to VISAO, the planning 
minister announced government plans to reduce the compulsory 
deposit by banks, now at 40 percent, and increase 1980 ex- 
ports by about $5 billion. 


Objective and at times abrasive, Delfim Netto did not spare 
criticism of recent economic policy, deploring the distorted 
use of the PIS [Social Integration Plan}/TASEP (Civil Servants 
Welfare Fund], the “extremely defective” administration of 
the public debt which resulted in more disorganization of 
the financial market, obsessive control of the money supply 
and borrowire fereign funds to finance the deficit of enter- 
prises, “a primitive form of financing” that could have 

been replaced by “a more intelligent form that would give 
better control of domestic debt." He defended monetary cor- 
rection, expressing himself against artificial forms of cor- 
rection to alleviate effects of inflation, and announced that 
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he intends to exert more effort in exporting but dis- 
missed the possibility of maxi-devaluations of the ex- 
change rate as an alternative to improve the performance 
of foreign sales. 


VISAO: Would not reducing the yield on government securities, forcing a 
drop in private fixed-income securities, be consistent with a strategy of 
reducing the cost cf money? 


Delfim: To lower the interest rate, an important point in the policy we are 
pursuing, it is necessary to take a number of measures and one of them is to 
control interest rates, strictly speaking, and keep the market organized. 

If the reduction occurs, as we hope, it will then be necessary to adjust the 
level of government securities so that they provide a floor for interest 
rates in the private sector. It is obviously impossible to have private- 
sector securities yielding less than government securities, which normally 
provide better income, liquidity and safety. 


VISAO: Will measures be adopted to encourage business firms to seek invest- 
ment capital in order to reduce demand for borrowed capital? 


Delfim: It is a measure worth considering. It would be desirable for com- 
panies to be better capitalized. Most of them are deeply in debt and have 
an inadequate capital structure that imposes high financial costs. 


VISAO: Would it not be a good idea to utilize PIS/PASEP funds io improve 
the capitalization of business firms? 


Delfim: It would be. That is what they were originally intended for: as 

a form of participation by the employees in the equity of the firm. Unfor- 
tunotely, they have been used otherwise. The PIS/PASEP tends to be a balanced 
system--that is, where deposits and withdrawals will be more or less equal-- 
and to the extent that some of what is deposited is idle, it is possible that 
this money can be channeled to capitalizing business firms. 


VISAO: As long as the cost of money is not lowered in terms of the yield on 
fixed-income securities, it will be difficult to attract the investor to the 
equities market and hence stimulate business forms to seek investment capital 
rather than loan capital. 


Delfim: Wo doubt about it. As long as the best activity in Brazil is put- 
ting money into financial instruments, with the investor sitting back and 
waiting for monetary correction and interest, nobody is going to invest in 
industry, in productive investments. Who is going to take a risk if he can 
sit waiting for his capital to produce income? This is a fundamental defect 
in the structure of the economic system: it is not conceivable anywhere in 
the world that money invested in paper should persistently provide more in- 
come, and much more, than that invested in productive activity. 
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VISAO: In view of the new circumstances, much different today trom those 
when it was introduced, would it be possible to reform monetary correction? 


Deifim: it is not monctary correction that is at fault; it is functioning 
reasonably well, although it would function better under conditions of de- 
creasing inflation. The problems are the result of rising inflation. 


VISAO: Not that it is wrong in itself, but the psychological effect... 


Delfim: I think we have a completely distorted structure. Today we have a 
financial structure in which it is better to buy a CDB than to buy shares in 
a business firm. This can go on for 6 months, l year, 1 and 1/2 year, but it 
really cannot go on for years on end, because by that time we will not have 
an economy, but chaos, which is what we have now. 


VISAO: Well, then, what would be the alternative? 


Delfim: We must begin somewhere: we decided to begin by lowering the int- 
erest rate and then introducing some restrictions on the market in such a 
way that people have no alternative but to invest in business. This means 
a kind of encirclement: first, lower the interest rate, then establish 
some special conditions for purchasing CDBs, even more special conditions 
for buying government bonds and still more special conditions for passbook 
savings. Meanwhile, it is necessary to have some success in fighting in- 
flation so that when that time comes investment in paper will be somewhat 
obstructed and the money will go to business capital. 


VISAO: From the institutional point of view, do the new SA [Corporation] 
Law and the activities of the CVM [Equities Shares Commission) provide a 
sufficient base for this new model? 


Delfim: More than sufficient. I even suspect that the corrections are so 
perfect that the corporation will no longer pay any tax. The law is so 
good and so perfect that generally there is no tax for the corporation. 


VISAO: Would not a mechanism be possible in which indexation would be 
lessened as long as high levels of inflation persist? 


Delfim: The great tragedy is that indexation functions only so long as 
people have confidence in it. To fix in advance a correction of, let us 
say, 30 percent if inflation goes beyond 50 percent discourages investment 
in securities. Clearly, if it were desired to obstruct everything, this 
would be one possible way. But I don't think that any proposition of this 
sort is worth fighting for. It is perfectly ridiculous to advocate either 
ex-ante or ex-post indexation, since in either case the instrument can be 
used in a more appropriate manner. 


VISAO: Would it not be appropriate to modify income-tax legislation to 
avoid the greater desirability of borrowed capital, in fiscal terms, than 
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ot investment capital? After all, preference for debt capital automatically 
increases business expenses, lowering income and makingit less attractive in 
terms of the securities market. 


Delfim: I think that is just it. You are pointing in a direction that we 
are going to take. 


VISAO: In regard to entry of foreign funds, there is the concern for pre- 
venting multinational companies from borrowing investment funds from their 
parent companies disguised as loan capital, thus taking advantage of our 
legislation. 


Delfim: The problem is that the companies themselves tend to divide their 
capital between risk capital and loan capital, since they think this division 
is more desirable, for safety and to permit earlier remittance of profit. 

If the company makes a capital investment of 100 and it matures in 4 years, 
it will have no income during this entire period. But if it is divided-- 

50 as capital investment and 50 as a loan--they can have a profit remittance 
beginning with the first year. Although the money must be generated here, 
there are remittance mechanisms that are appropriate: payment of interest, 
commissions, and so forth. The percentage of this division between risk 
capital and loan capital depends very much upon the legislation and, in the 
case of Brazil, it really encourages loan capital. 


VISAO: But investment capital may come in the form of loan capital to avoid 
taxes... 


Delfim: Not only is this a device that the legislation should curb, but 
conditions should be established so that the companies may transform their 
loan capital into risk capital, providing mechanisms so they can make this 
transfer. That idea is one that should really be explored. 


VISAO: In relation to interest rates, the most persistent argument of the 
bankers is that, through the compulsory deposit and subsidized credits for 
agriculture and for small and medium-sized business, the available portion 
of demand deposits that remains feels the effects of demand pressure and, 

with the competition from government securities, they have no alternative 

other than to raise interest rates... 


Delfim: We really must move in the direction of lower levels of subsidies, 
since we have gone too far in this field. We now have gigantic subsidies 
and there is no other solution: we will have to correct this; we cannot con- 
tinue providing 30 billion cruzeiros to subsidize wheat, 4.5 billion to sub- 
sidize milk, 9 billion for meat, and so on. It will also be impossible to 
continue giving subsidized credit to so many sectors, with inflation rates 
of 40 to 45 percent and funds invested at 15 to 17 percent. It is normal 

for subsidies to be used to direct investments to some sectors, but the ex- 
cesses will really have to be corrected. But it is not for this reason 

that the interest rate on funds available to the market is high. 
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VISAO: The fact is that subsidized credit results more from monetary ex- 
pansion via government securities, compulsory deposits, and so forth, with 
the government controlling 80 percent of funds... 


Delfim: You finance that in other ways. 


VISAO: ...And as the money is obtained, let us say, at zero cost, then if 
it is invested at 15 percent it is indeed yielding 15 percent. 


Delfim: It is not exactly that way, but your argument has something impor- 
tant in its favor: it is more or less what you are saying. When money is 
borrowed in the market, delivering LIN [National Treasury Bills] and col- 
lecting funds, you are really paying more than [15 percent] and that in fact 
is the subsidy. What I think is that the LTN cannot be used in this way: 

it is an instrument of monetary policy and not of fiscal policy. If not, 
there is no nation that would permit it. 





VISAO: And the government must constantly issue more to pay the debt service. 


Delfim: That is exactly it. Another thing: interest rates are much dis- 
cussed in Brazil, but no one takes into account an absolutely obvious fact-- 
short-term interest rates are normally negative everywhere, Only in Brazil 
is it supposed that the short-term interest rate must be highly positive. 

And this is a deformity produced by the activities of the government itself, 
which believes that the long-term interest rate must be positive to encourage 
savings, but no one need suppose that such a pattern must prevail in the 
short-term market. 


VISAO: Well, then, what is wrong? 


Delfim: What we have today is disorganization in the market, produced, on 
the one hand, by the high rate of inflation and, on the other, by the govern- 
ment itself, which has managed the public debt in an extremely defective 
manner, using available instruments inappropriately. In order to correct 
this it is necessary to begin somewhere and we decided to begin by lowering 
the interest rate; not that this is the correct alternative or the only so- 
lution, but it is a policy option, 


VISAO: But do not the compulsory deposit and subsidized investments also 
narrow the range of available finds so that a smaller portion of funds be- 
comes available for the overall market, raising the cost of money... 


Delfim: As a matter of fact, the compulsory deposit, for example, is very 
high. If we are to begin a process of organizing this market, we will have 
to lower the compulsory deposit and remunerate part of it. And this is 
entirely normal, since to remunerate a part of the deposit is as if there 
were a compulsury loan forced upon the bank, a loan it is obligated to make 
and, in consequence, be compensated for, 
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VISAO: ...With money expensive, the government seeks to offer cheaper 
credit, entering vigorously into the subsidy system, so it can issue more 
securities: that is, Sb rrow money at zero cost. It thus withdraws more 
money from the market, creates competition on top of the subsidized funding 
(creating more bureaucracy), forces indebtedness by borrowing, ending up 
fighting its (the government's) own policy of incentives for capitalizing 
business firms, 


Delfim: What you are saying makes sense: it is like a snake that bit its 
tail; it keeps turning around and nothing happens. One distortion attracts 
another distortion...which attracts another distortion, and so on. Nothing 
is corrected. It is quite clear that the LIN is an interest-paying demand 
deposit, nothing more. If all of them were recorded as demand deposits, 
nothing would change in the system. 


VISAO: It appears that there are 98 funds in the Central Bank for distri- 
bution of subsidized credit. 


Delfim: If there were only 98 it would be good. Sut the important thing 

is to reorganize this market that gradually became disorganized. It would 
suffice to note the change occurring in the structure of compulsory bank 
deposits, which increased from a little less than 20 percent remunerated to 
about 40 percent unremunerated. What did you expect to accomplish with 
that? The interest rate had to rise and inflation also, because the connec- 
tion between prices and money supply is not all that rigid. It depends upon 
a number of other things. If control is exercised exclusively on the money 
supply, you end up having what you had: everything is disorganized and in- 
flation has not been ended, 


VISAO: And if, inappropriately, foreign loans are resorted to, there is an 
inflow of dollars, a freezing of funds, complicating things even more. 


Delfim: And there is another, even more serious defect: it is that the 
foreign loan was used to cover up the deficit of government enterprises. 

The budget appears to be balanced, but if one observes closely there is a 
gigantic deficit, because everything that is in deficit is removed from 

the budget and is covered by a foreign loan. This is pure issuing of money, 
a primitive form of financing, when there is a more intelligent form, with 
better control of domestic debt. Now, through the foreign loan, it is a re- 
turn of good times to Brazil, when the guitar was playing well. The differ- 
ence is that there seems to be a dollar in reserves to compensate for it: 
and so? This is not what we are seeking. 


VISAO: Isn't the expansion of fiscal incentives a significant component of 
the structure of distortions? 


Delfim: Incentives are used everywhere as leverage te produce the desired 
effects. In exports, at least, we are going to have to increase incentives, 
since we have a vigorous export policy, Next year we must export $5 billion 
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more, of which $3 billion will be provided by agricultural products. And 
this is essential if the strategy is to succeed. 


VISAO: But does the competitiveness of our business firms have to depend 
upon subsidized money in the domestic market and fiscal incentives for ex- 
port? What about entrepreneurial capability? 


Delfim: It is mistaken to suppose that the others compete as if they were 
in a completely free market; that the interest rate in France is completely 
free; that the rate of exchange is a pure operation, if not a virgin. It is 
quite the opposite; abroad, everything is corrupted just as it is here. In- 
centives are given under the table and in a more shrewd way, in such a way 
that the GATT cannot even complain. 


VISAO: Would it not be easier to make FINAME [Fund for the Financing of 
Machinery and Equipment] our Eximbank for assistance to exports, with more 
favorable short-term results? 


Delfim: No, because we have the CACEX [Foreign Trade Department], with im- 
mense short- and long-term funds, as it is also able to make use of idle 
funds of the Bank of Brazil. FINAME is serving domestic industry in this 
field and CACEX is undoubtedly a much more agile body. 


VISAO: Is there no place within this export effort for the so-called "policy 
of foreign-exchange realism? Especially because there would be a malad- 
justment in the behavior of the rate of exchange. 


Delfim: There is no maladjustment in the rate of exchange. This is some- 
thing that we analyze very carefully. Furthermore, we have alternative 
instruments in foreign trade: tariffs, deposits and the rate of exchange-- 
three variables that can be manipulated more or less arbitrarily to provide 
the best result. 


VISAO: But with negative repercussions, especially from GATT... 
Delfim: But if a predatory devaluation of money is made, the IMF will also 
become annoyed, The fact is that these three instruments make it possible 


to produce the desired rate of exchange. The advantage in exchange-rate 
devaluation would be more remuneration for exports. 


8834 
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BRAZIL 


"HARDENED' LABOR POLICY ACCOMPANIES NEW ECONOMIC POLICY 
Sao Paulo VISAO in Portuguese 3 Sep 79 pp 16-20 
{[Article: “Change of Policy"] 


[Text] “I have great doubts about this business of plan- 
ning; there is no planning that lasts for a week." 
--Antonio Delfim Netto, then minister of agriculture, in 
interview with AMAZONIA magazine, May/June 1979 issue 


The profound changes in the economic command represented by the rise of 
Minister Delfim Netto to the Planning Secretariat of the Presidency of the 
Republic and the “hardening” of the government's language in regard to strike 
activities, not only to the extent that they may be related but also to the 
extent that they may be mere coincidence, reveal a clear disposition of 
President Joao Figueiredo to introduce substantial changes in the major ob- 
jectives proposed by his government, or at least in the paths to be followed 
in reaching those objectives. 





It is clear that the amnesty policy approved on 22 August and the consequent 
study of the party reform bill, which is now finally approaching completion, 
will play an important role in pursuing the strategy previously outlined by 
Planalto Palace to implement the process of revolutionary institutionaliza- 
tion. But, within the grand official strategy, these are two elements kept 
under close control by the government and hence confined to the narrow 
limits of the politico-institutional field, in which the cards are still 
being dealt exclusively by the holders of power. But the serious problema 
relative to the economic situation and social ferment--problems clearly and 
closely related--have a dynamic of their own that puts them, to a large ex- 
tent, beyond the reach of palatial controls and declarations. Hence, they 
are preponderant questions in defining the nation's future. And questions 
that depend not upon the imposition of official will, facilitated by the 
traces of authoritarianism that the regime still exhibits, but upon the 
competence and shrewdness of the government in confronting them. 


In the economic field, according to all indications, the government is bet- 
ting precisely upon the competence and shrewdness of its new planning 
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general. A planner, moreover, very much sui generis, as he has openly de- 
clared his disbelief in “this business of planning.” Delfim Netto is essen- 
tially a practical man, an efficient operator--and he gave abundant proof 

of this when he was working the alchemy of the controversial “economic mir- 
acle" during the first part of this decade. That explains the unbridled 
optimism that promptly spread nationwide, particularly in government sectors 
that depend upon big investments and in business sectors most closely linked 
to production, following announcement of the replacement, at the head of 
SEPLAN [Planning Secretariat], of an austere planne: faithful to rigorous 
monetary concepts by a frankly pragmatic man to whow the nightmare of gallop- 
ing inflation, the fossil-fuel crisis, the trade-balance deficit--and worse 
than that, the balance-of-payments deficit--the voluminous foreign debt, the 
potentially explosive social situation--in short, to whom the most serious 
national problems of the moment have only one solution: increased produc- 
tion, development. 


There is no doubt that to restrict inflation to acceptable levels (priority 
goal of the government) and at the same time to expand business and increase 
national production is a formidable challenge, for the answer to which any 
government or any economic genius would pay any price. There certainly are 
no miraculous formulas, ready and waiting, to solve this problem. But, at 
least, Minister Delfim Netto started off on the right foot by recommending 
resumption of the developmentalist spirit as the only alternative for the 
blind alley into which Brazil is threatened with entering. Between doing 
and saying is the heart of the matter. But it cannot but be auspicious 
that the policy defined by the new planning minister, for the present in 
the nature of intentions, must be considered a good beginning. 


However, in the most responsible political circles and among businessmen of 
broadest vision--seriously concerned, as are those in all sectors of public 
Opinion, about the possibilities for the nation to progress in freedom-- 
some doubts remain that were not dissipated by all the fireworks surrounding 
Minister Delfim Netto's move to the fourth floor of Planalto Palace. These 
doubts are related precisely to the much celebrated pragmatism of Mario 
Henrique Simonsen's successor. 


Although, on the one hand, the presence at the head of SEPLAN of a planner 
who has little respect for planning, rather than being a hopeless contradic- 
tion, may become an extremely positive factor for a nation much more in need 
wf work than of plans, on the other hand it is exactly this politico-philo- 
sophical “adaptability” of Delfim Netto, his frequent ambiguities in the 
doctrinal field, that require a certain reserve in viewing the precipitately 
euphoric expressions of optimism about the nation's future. 


It is all a matter of defining principles within which one may--and, at 
times, one must--make concessions to pragmatism, /short/ [in boldface] of 
the essentials. Lf Brazil, through its traditions, its historic calling 
and even by the formal expression of its governments, has made a definitive 
choice for freedom of initiative in the economic field and for the market 
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system, it is possible and perhaps even desirable that it act pragmatically 
for the purpose of making this option feasible and efficient. The conces- 
sions that /cannot/ [in boldface] be made are those that, leading through 
the winding pathways of hybridized principles, deprive an economy based upon 
private initiative of its characteristics and compromise the free behavior 
of the market. 


In an interview granted a monthly Brazilian magazine late in 1977 when he 
was Brazilian ambassador in Paris and still harboring hopes of succeeding 
Paulo Egydio Martins as governor of Sao Paulo, Delfim declared: “Nobody 
can any longer doubt that state capitalism leads to a dead-end political 
process, to the totalitarian state." A magnificent profession of faith in 
the postulates of freedom, if it had not been made by the same man who a 
short time before, as the all-powerful finance minister of two consecutive 
governments, carefully laid the foundations upon which was erected the great 
Brazilian autocratic state, with deep roots, on the one hand, in political 
authoritarianism and, on the other, as a consequence even, inthe over- 
powering process of nationalizing the economy, 


It can be argued that self-criticism is always a healthy exercise, but there 
are no very strong reasons to justify tlind faith in the more or less recent 
liberal beliefs of Minister Delfim Netto when, for example, he takes over 
the Planning Secretariat announcing control of interest rates and other 
pragmatic, shall we say, measures of the same sort. 


In any event, command of the economy was turned over to Delfim Netto and he 
has lost no time in taking over sufficiently to make his command incontest- 
able. This indicates that theoretical concepts will be displaced by a prag- 
matism that everyone hopes will move the nation forward. It remains to be 
seen whether, through an excesss of pragmatism, we do not eventually find 


ourselves going along the wrong path. 


The Government and the Strikes 





In the social field, the change in direction now underway is shown by the 
“hardening” of the government's attitude regarding strike activities. Not 
even last year, when the Geisel government was still in power and Institu- 
tional Act No 5 was in force, was the official attitude toward strikes so 
severe as that which the Figueiredo government has taken since the beginning 
of August, when the situation was made more critical through the disruption 
caused by civil construction workers in Belo Horizonte. 


Inclined to “transform this nation into a democracy,” which means the need 
to extend the political “liberalization” to the labor sector, President 
Joao Figueiredo put in the Labor Ministry--a key position in this schena* of 
things--a man of acknowledged political skill, Minister Murillo Macedo. 
Facing, during the very first days of the new government, the challenge of 
the ABC [referring to industrial sections of Santo Andre, Sao Bernardo do 
Campo and Sao Caetano do Sul] metalworkers' strike, Macedo sought to combine 
the needed vigor with the indispensable willingness to conciliate in trying 














to keep the situatica under control without causing great loss to the govern- 
ment’'s image. (In any event, the government is now paying the price of hav- 
ing tried to maneuver contrary to the law, thus indirectly encouraging labor 
leaders to believe that we are living in a state of anarchy.) By the middle 
of August the new government had already faced 83 strikes in 12 states, in- 
volving 1.2 million workers. 


But, from the political--or, perhaps more precisely, the national security-- 
point of view, two new facts led, after the end of July and the beginning 
of August, to the change of official attitude in the direction of "hardening": 
on the one hand, the escalation of strikes made even more evident manipula- 
tion of the rank and file by some union leaders concerned especially with 
political objectives, which Minister Macedo labeled as a “strike for the 
sake of striking.” Furthermore, work stoppages of national scope in vital 
sectors such as banking and oil refining were occurring for the first time. 
If these two general strikes had been quite successful they would have 
caused enormous upheaval nationwide and would certainly not have been taken 
passively by the more hard-line elements in the government. 


lience the need for “hardening,” hinted at but made quite clear by Minister 
Murillo Macedo in a news conference on 16 August, the eve of the “pilot 
strike” by banking employees planned for Belo Horizonte and the day after 
Delfim Netto became planning secretary. 


In informal conversation with reporters, the labor minister was much more 
explicit: from then on, in clear cases of “strike for strike's sake," and 
especially in the case of banking employees, petroleum workers and others 
in sectors vital to the economy, the National Security Law would enter the 
scene, 


The coincidence of the clear change in the government's language regarding 
strikes having occurred concommitantly with Delfim Netto's appointment to 
SEPLAN immediately aroused speculation that a new labor policy was already 
underway intending to reimpose wage restriction, oneof the secrets of 
Delfim's “miracle.” 


Apparently, what happened was really just another coincidence, but the 
possibility that wage restriction and the consequent repression of protest 
movements are being considered by the government cannot be dismissed, 


This is certainly a disturbing prospect if the tendency of the labor move- 
ment is that of becoming radicalized to the extent that repression increases. 
Dissatisfaction, genuine or artificially stimulated among wage earners, is 
visible to the naked eye. Hence another important reason for the new eco- 
nomic policy to begin showing results as soon as possible. 


Now, ‘Accelerated Growth’? 


in Brazil, frequently .in recent years, the government has fired at what it 
saw and ended up hitting what it had not seen--at times what it had not 
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even imagined. That is how it was, to some extent, with the switch in 
planning ministers--forced by the irrevocable resignation of Mario Henrique 
Simonsen and heightened by the tumultuous arrival of Antonio Delfim Netto. 


With some of the dust raised by the episode now settled, a few conclusions 
emerge from the residue of the change. Among them, that it was not exactly 
President Joao Figueiredo's intention to substantially alter the government's 
economic policy--at least during the first months of the administration. 

But the ministerial change will eventually bring about such alterations. 


The basic, fundamental difference between the two ministers: whereas 
Simonsen was trying to impose a “selective recession" on the nation, Delfim 
is promising to work for an “accelerated growth" of the national economy. 
Rivers of ink have already been spent to say this and to report a widespread 
reaction of optimism about the change and the removal of recession fears. 
Which does not mean that the government train has now taken the right track. 


The first unanswered question: why, after all, does Brazil need a master 
planner? Why continue trying to control the nation's economy based upon 
PNDs [National Developmen’: Plans| and studies of that sort, if historical 
experience shows the incompatibility between the real Brazil and the Brazil 
that the technocrats have been designing in recent years? Why doubly con- 
tinue centralization?--first with constant intensification of government 
control over the national economy (70 percent of savings and 82 percent of 
credit are already in government hands, to give just two examples) and then 
with bureaucratic centralization in the administration itself by having a 
minister granted very broad powers to chose “priorities” or “punish” sec- 
tors, to distribute federal funds, to withhold or grant subsidies, to cause 
some to grow and to push others into bankruptcy. 


And this leads to another question seldom discussed in these days of opti- 
mism about the ministerial change: will not adoption of growth “goals” lead 
to adoption of discriminatory policies? Already the “non-priority" of some 
industrial sectors, of the financial sector, of wage adjustments to the 
level of inflation, and sc ‘orth, is being mentioned. Anyone who remembers 
the performance of Finance Minister Delfim Netto at the heac of the economy 
in the Medici government knows that this suspicion is not unfounded, 


All the outlines of Delfim's “plan” are not yet known. Hence, \t is not 
known what the discriminations will be, nor how they will come about. But, 
through the statements of the new SEPLAN chief and through information 
coming from Brasilia, it is already possible to set up a framework of the 
new courses of action. 


Here ic one clue: reporter Beatriz Marinho of the Rio de Janeiro VISAO 
staff interviewed a former minister of the economic area in the Medici gov- 
ernment, who does not want to be identified and who advocates some ideas 
that are known to be under study by Delfim. According to the former minis- 
ter, Brazilian exports grew at an annual rate of 6 percent from 1974 to 
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1979--"a rate that is not good, it we consider the demands of foreign debt 
service payments that have our foreign trade as their source of funds.” 


This former minister advocates resumption of the export effort, with the 
government providing “simplified financing, unrestricted support, and a 
suitable rate of exchange." It may be a coincidence, but it is already said 
that one of the major goals of the new SEPLAN chief is to achieve a surplus 
in the trade balance, trying to achieve a balance of payments by means of 

an export push. For this he would be inclined, among other things, to give 
new “incentives” to forcign sales and, above all, devalue the cruzeiro 
drastically, altering the exchange rate to make prices of Brazilian goods 
cheaper abroad. 


Such a change would clearly do harm to some sectors. Anyone borrowing money 
abroad would have his debt increased in cruzeiros. Besides, to grant in- 
centives at a time of tight money, the planning minister would have to re- 
arrange appropriations and probably reduce aid to those who are now rec*iv- 
ing incentives. It is symptomatic that reduction or even elimination o— 

the subsidy for wheat has been nentioned, which would be taking 30 billion 
cruzeiros from the public coffers. 


llow will the new planning minister carry out the export push? It is prob- 
able that some aid to exports of manufactured goods will be decided upon, 
but it is also virtually certain which sector will be spurred: agriculture. 
Delfim is not giving up on abundant crops in coming years. There are indi- 
cations that the minimum price policy will be completely altered, repeating 
the increases already granted this year and seeking to make the product 
price attractive to the producer. 


liowever, nothing indicates that only surplus crops will be exported. If the 
intention is to generate foreign exchange, the government will not mind re- 
stricting the domestic market a bit. The former head of Delfim's economic 
staff and now Sao Paulo secretary of egriculture, Eduardo de Carvalho, re- 
cently asserted on a television progrium that the amount of agricultural fi- 
nancing requested and the amount of seec: already distributed to the pro- 
ducers lead to the belief that the planting will be substantially greater. 
That may be. But this will not solve the problem: the federal government 
must make heavy investments to install infrastructure for shipping, storage 
and so forth. And, once again, in a time of tight money, such investment 
will mean reallocating appropriations. 





Furthermore, just to push agriculture, Delfim will probably have to interfere 
in the financial market. In the first place, to dampen investment of funds 
for agricultural financing in the open market. In the second place, be- 
cause one of the complaints of agricultural businessmen is that interest 
rates are very high, the government must control them. The president of 

the Agricultural Federation of Sao Paulo State, Fabio Meirelles, and one of 
its directors, Jose Ary Morales Agudo, speaking to VISAO separately, ended 

up giving similar opinions, Both are fairly optimistic about Delfim's new 
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position; both expect that, as planning minister, ‘ec will provide the sec- 
tor with the funds that he asked for when he was minister of agriculture; 
both speak ill of ihe banks, which charge “extortive interest"; both ask 
for indirect investments in the sector for shipping, cold-storage, ware- 
houses, silos, etc. 





Just Idle Talk? 


A few days after the new chief took over SEPLAN, the president of the Na- 
tional Banking Federation, Teofilo de Azeredo Santos, recalled in his Rio 
de Janeiro office the content of a discussion he had held with the then 
ambassador of Brazil in ’rance, Antonio Delfim Netto. According to Azeredo, 
Delfim said at that time that “half the problems of inflation are caused by 
people's thinking,” referring especially to a climate that leads to arti- 
ficial and unnecessary inventories, speculation, and so forth. 





This belief of the current planning minister may explain the fireworks sur- 
rounding the bombastic statements he has been making. And the content of 
some of these declarations. Even before he took office, for example, 
Delfim was a)ready announcing that he favored controlling interest charged 
by banks. The measure was immediately viewed by the press as one of the 
basic points of his program, to indicate that the new head of SEPLAN would 
get tough on a highly speculative sector that had had the blessing of his 
predecessor. The reactions of businessmen were curious: nobody in the 
banking sector complained and many in the industrial sector applauded the 
measure. Although this is a specific issue, it gives an indication of the 
orientation to prevail in the next economic period. 


In the first place, it is possible that the new SEPLAN chief is adopting a 
series of completely innocuous or unimportant “political” measures as an 
indication of “reorientations” in economic policy. That ise seen to be the 
case with interest rates: less than 20 percent of credit is negotiated at 
"frec" rates; meanwhile, if control occurs, rate “exceptions” will automat- 
ically be established, and so forth. VISAO interviewed two men connected 
with banking about this matter. The director gei.eral of the Itau Bank and 
private-enterprise representative on the National Monetary Council, Jose 
Carlos Moraes de Abreu, believes that “there will be no resistance to con- 
trols. If only because I do not believe the government will destabilize 
the sector, Interest-rate control is a political, not technical, measure-- 
and political measures on some occasions are necessary. For bankers, con- 
trol will have the advantage of showing that we are not to blame for the 
economic crisis." Teofilo de Azeredo Santos, of the Aplic Bank, asserts 
that control “is a demand of all sectors of society who are eager to see a 
reduction in the financial charges that burden production and increase 

cost inflation.” 


It does not fail to be astonishing that bankers are acceding to interest- 
rate control with such tranquillity. And the explanation can only be: this, 
as well as any other control, will have no practical effect whatever; it 
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will be a window-dressing measure. And that is one of the characteristics 
of Delfim's rise: more than anything else, the appointment of the new 
SEPLAN chief had a not negligible effect on the business comunity. 


In Rio de Janeiro, the president of the Confederation of Trade Associations, 
Rui Barreto, speaking to VISAO, felt that “there will be no fundamental! 
changes in economic policy.” But, at the same time he asserted that Delfim's 
appointment had “great effect" and that “he will have the support of the 
class as a whole.” The chairman of the industrial policy committee of the 
Rio de Janeiro Trade Association, Henrique Sanscn, has stated the issue in 

a less optimistic fashion: "When someone has a terr‘ble headache, a hammer 
blow on the foot cannot cure the migraine. But it can transfer the focus 

of pain.” 


Sanson may have his reasons for comcidering Delfim's appointment a hammer 
blow on the foot, although h< iinds the appointment aroused favorable ef- 
fects in the business community acd that “most important at the moment is 
the change from the monetarist concepts of ex-Minister Simonsen, who, in- 
tending to weaken inflation without creating a recession, did exactly the 
opposite.” Worse than the growing inflation and the deficit in the balance 
of payments would be “a recession in a nation where the neglect of the un- 
employer. is a permanent fact." 


Sanson agrees with the emphasis con agriculture and energy, if only because 
he sees in this option the invigoration of some “sub-branches of basic in- 
dustry." Which does not prevent him from voicing some concerns. One of 
them: the fear that, in negotiating foreign financing, the government may 
eventually create “package deals" that would mix the entry of funds with 
the financing of capital goods, weakening basic industry even more. Fur- 
thermore, in evaluating the sector in the context of a government policy 
centered on agriculture and energy, Sanson sees few doors open to basic 
industry. 


In fact, in some sectors the recession has already arrived, leaving the 
only solution now that of trying to reverse it. The Rio Grande do Sul 
Federation of Industries has not been so worried for a long time. From 

May to June all indicators that are included in its survey underwent re- 
traction. Until then, according to Enio Verlangieri, the entity's presi- 
dent, Rio Grande do Sul industry had been showing “moderate growth." In 
any event, for Rio Grande do Sul (where the primary sector represents 

32 percent of economic activity and the secondary only 18 percent, compared 
to 50 percent for the tertidry) the announcement of great emphasis on agri- 
culture has drawn good responses. Verlangieri, hewever, although he consid- 
ers the planning ministry change “a reversal of discouragement," is waiting, 
as are most businessmen interviewed by VISAO, for clearer “and firmer" defi- 
nitions of the supposed new economic policies, "Fo ‘e present,” he argues, 
“one cannot make long-term plans. The furthest 2’ . can plan reliably 
is for a period of 2 months." 


45 











Another Rio Grande do Sul businessman, economist Edson Batista Chaves, vice 
president of SO shipyard, a unit of the Ebin Group of Rio de Janeiro, as- 
serts that “all sectors sre waiting for more precise definitions by the 
government.” Batista Chaves gives the example of the shipbuilding industry. 
There was a 5-year program initiated in 1975 to construct 1 million tons of 
gross capacity per year, at the same time that 4 program of import substi- 
tution to “nationalize” 85 percent of the ships constructed in Brazil began. 
According to Chaves, there was a delay because of official red tape--"'so 
much so that the government is paying 700 million cruzeiros in compensation 
to Brazilian shipbuilders” and--now that the nation has installed capacity 
for 1 million tons annually--"the official program ended.” Chaves demands 
urgent definitions and regrets that “an attitude has been formed asong the 
reigning technobureaucracy that every private businessman is dishonest. Be- 
cause I work in the shipbuilding industry, I became interested in the life 
of the Baron of Maua and something similar to what happened to the Atalla 
happened to him: without government decisions, at the time when they needed 
government aid, ii was denied them. Both were ‘performers.’ The governemnt 
ordered the Atalla ‘.9 perform’ and it had faith. It ended up badly precise- 
ly because of this.” 
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BRAZIL 


OPTIONS OPEN TO TRADE UNION MOVEMENT DISCUSSED 
Sao Paulo ISTOE in Portuguese 19 Sep 79 pp 10-13 


[Interview with union leader Luis Inacio da Silva by Luiz Roberto Serrano 
and Mino Carta] 


[Text] Optimistic about the growth of the trade union movement, but 
concerned about the reaction of the government, Luis Inacio da Silva, “Lula,” 
gave 'STSE reporters an exclusive interview on the Brazilian political 
situation and its future. His ideas follow. 


ISTOE: Is the government pushing you toward the left? 


Lula: I do not know if the government is pushing me toward the left. I 
think that, from the very radicalism it has shown, the radical way in which 
it is dealing with social problems, the government is pushing the whole of 
society toward the left. 


ISTOE: You mean they are blocking off the paths... 
Lula: That's it. 
ISTOE: Wouldn’t you be a good interlocutor for the government? 


Lula: It is difficult to judge ourselves. First it would be necessary to 
define what a leftist is. If this means commitment to ideological trends, 
I believe I am an independent. I have no commitment to ideological trends. 
Now if to defend what I defend--freedom for everyone, higher wages, 
distribution of income, better working conditions--if this means having 
commitments, then I have them. And if defending these things means being 
leftist, I think that 95 percent of the Brazilian people are leftist, and 
only those who are in power are not. I do not know if I could be a good 
interlocutor or not. I believe I have wade clear what my position with 
regard to che workers is. I have given examples in practice, very frankly 
and with a cool head. With the same courage as when a strike is decreed, 
the people say when the workers are wrong. I think that this is a function 


of anyone directing anything. 
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ISTOE: Are there people with ideological commitments who want to take 
advantage of the strikes? 


Lula: I believe there are. I have seen some dozens of strikes, some with 
great leadership, others with practically none, others due in practice to 
goodwill. If there is no leadership, the worker is swayed either by the 
leftist radicals to measures which are not always wise or sometimes, and 
this is more serious, by the right wing itself, seeking to provoke greater 
repression. 


ISTOE: What about those with ideological commitments who tried to incite 
feeling in Porto Alegre? 


Lula: What we saw in Porto Alegre was a fantastic business. First of all, 
the strength of the leadership enjoyed by the trade union officers, not only 
Olivio, but the other officers as well. Also, their preparations in this 
sector were notable. Proposals which did not refiect the desires of the 
sector were rejected. There we saw people booed by the Assembly for 10 
uninterrupted minutes. 


ISTOE: Was this the Libelu supporters? 


Lula: Mainly the Libelu people. They were booed without any challenge. 
They only had to speak into the microphone for 8,000 banking workers to 
begin incessant booing. They did not need Olivio, or the strike command, 
or the workers to oppose them. This then proved that the workers are not 
radical. I believe that there is no more thoughtful segment of society 
than the working class. 


[ISTOE: What do you think of the government report to the effect that Olivio 
provoked the strike to show Brizola who is in command in Rio Grande? 


Lula: I believe that Minister Murillo Macedo is ill advised, or the police 
who are informing him are not acting honestly. Olivio would never promote 
a strike because of Brizola's arrival. Olivio would never invoke the 

Party of the Workers (PT) outside its proper scope. He would never make 
the decision to call a strike over a matter of leadership, pure and simple, 
because he does not need this. 


ISTOE: And when the minister says that your political ambitions are too 
lofty? 


Lula: I think that, regrettably, the minister is not in touch with the 
truth. If I had these political dreams, I would already have gone into 
politics. Either of the two existing parties would have sponsored me and 
I am certain that I would have won in the last election. But my idea is 
that the task is to try to develop the awareness of the working class of 
the need for it to participate in a political party of the working class, 
a political party in which the people can divide the working class into 





48 








an exploiting sector and an exploited sector. The people have even carried 
the discussion further, saying that all of those who do not own means of 
production could participate in the party. This is my political dream. If 
someone were to ask me if Lula wants to be a candidate for something today 
or tomorrow, I would say again that I do not see this. That I will complete 
my term of office on 24 April 1981, and I am certain chat [ will return to 
Villares. I say again publicly that I have no political pretensions, at 
least in terms of posts. But I have many political ambitions for the group 
I represent. 


ISTOE: What about this report that you will be present when Arraes arrives? 


Lula: Look, there are many rumors. In my view there are good reasons for 
talking with and even welcoming Arraes. Without dispute he was a great 
political leader in Pernambuco and I come from there. And I have considerable 
sympathy with the political vision Arraes has recently been attempting to 
express. His proposals in terms of the people and the humility with which 

he is returning are such that I would prefer to meet with Arraes than 

Brizola. But first of all I must consult my board of directors. 


ISTOE: Is a closer approach to the authentic faction in order to make the 
concept of the PT viable a possibility? 


Lula: It is. The proposal of the PT seeks to encompass in a single party 
all of the persons committed to the search for solutions to the social 
problems, individuals committed to the problems of the oppressed, of those 
who have always been exploited. If there were 30, 40 or 50 deputies com- 
mitted to these things within the MDB [Brazilian Democratic Movement], I do 
not see why they could not join a Party of the Workers. There is grest hope 
that this will happen. The regrettable thing is that some individuals 
continue to say that this is Lula's party of the workers. What Lula wants 
is only to be a member of their party. 


ISTOE: You have no personal ambitions? 


Lula: IL have no personal ambitions. And I think chat only practice will 
prove this. 


ISTOE: Isn't creating more parties in the short run playing the game of the 
government? It only wants one official party, the “greater ARENA [National 
Renewal Alliance]." 


Lula: I believe these theories of “the government's game" are no longer 
valid. I have consistently been a victim of this kind of thing and at the 
beginning I was greatly frustrated. What I would like is for more people 

to play the game of the government as I do. If this were the case I am 
certain that the workers would very shortly reach the point they should have 
reached long since. 
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ISTOE: Is there some point of contact between Almino Affonso's concept of 
the “popular party,” that of Fernando Henrique Cardoso and that of the PT? 


Lula: I have talked with Almino, I have talked with Fernando Henrique, I 
have talked with everybody. I have said that the individuals who propose 

the “popular party” do not yet have a clear definition of the class to 

which they belong. I cannot abandon the PT proposal. I am not debating 

its name, that could be anything, but it must be a party which will fight 
tooth and nail on the problems of the workers’ class. On this I do not yield. 
But I have no doubt that we would have the support of Almino, of Fernando 
Henrique, in a word of all those who are trying to rescue the workers’ class 
from its present strangulation. The proposals of the “popular party” and 

the PT and the other parties along that line are good. 


ISTOE: Do you believe that the PT proposal is achievable? 


Lula: If people cling to the present legislation, I see the establishment 
of the party as difficult. In any case we propose to launch a debate 
throughout society. If on this basis it becomes viable, or fails to, we 
will have to see. It may be that the workers are not interested in creating 
a party of the workers. But I want to have the right to at least launch 

the discussion. 


ISTOE: Do you believe that the process of a more open approach will continue 
or not? 


Lula: There are three types of detente in Brazil. There is that in the 
mind of the government, by means of which it hopes to remain in power 10, 
15 or 30 more years. There is that pursued by the radical groups who want 
to proceed at 200 kilometers per hour. And there is a desire for openness 
which is in the heads of the Brazilian people. This is the detente which 
will allow each citizen to live in dignity, to have the right to express 
himself, and so on. I believe that in the short or medium range society 
will demand that relaxation from the government. 


ISTOE: You are confident then. 


Lula: I am confident. 





ISTOE: Don't you fear that the more hydrophobic right wing will attempt 
to get to the top again? 


Lula: No. That kind of thing no longer works in Brazilian society. What 
was tried in 1964 to justify the revolution cannot happen today. All of 
society was deceived. A large number of individuals who went along with the 
revolution are unhappy today. In a recent issue of ISTOE I read that the 
radical right wing, the CCC, is against the government. If the government 
cannot please the workers, businessmen, the extreme right or the extreme left, 
then I do not know what it 3s doing. It is logical that the people always 











think that tomorrow or someday there may be a coup, the extremists, either 
of the right or of the left, may gain the upper hand again, but I believe 
that civilian society no longer allows this. I do not believe this is the 
path: radicalism gives rise to radicalism. 


ISTOE: What about what you saw in Porto Alegre? 


Lula: What I saw there was a macabre business. The banking workers at the 
negotiation tables said that they wanted to negotiate and that the minister 
of labor would not allow them to make any further offers. The same thing as 
happened in the automobile industry. I finally learned that the minister 
of labor telephoned a trade union leader and told him that he could not 
allow a broader proposal because I was there and he could not go over my 
head. Now an individual problem cannot override the collective problem. 

1 said to a comrade there that I would go that very day and the bankers 
would give them their increase. I returned on Tuesday, and even by the 
weekend the increase had not been approved. The very least the minister of 
labor should do is to call the employers and employees and arrange for a 
team of technicians and talks: I want to know who is right. But what has 
happened is that the government has just weakened the trade unions. In a 
strike, instead of waging a battle against the owners, the workers have to 
face the government, which orders the police into the streets to disperse 
us, first. Theophilo de Azeredo Santos, president of the National Bank 
Federation, is much more radical than any banking worker. But he is free 
and Olivio is in prison. 


ISTOE: What did you really intend to do in Porto Alegre? 


Lula: I feel a bit responsible, along with a dozen other trade union 
leaders, for what is happening with the workers’ class. If our dream is 

for the workers to strike in order to end the strangulation and improve 

their lives, we have an obligation not to allow the workers to be the victims 
of little groups either. On these trips--like that to Belo Horizonte--our 
concern was to avoid extremism, to guarantee that things would be peaceful, 
so that there would be no more shutdowns. We did not go there to issue 
rules, to tell the others what to do. We maintain full respect for the 

local leadership. 


ISTOE: Do you believe that Olivio will return to the trade union? 

Lula: I not only think so, but I will fight for it insofar as I have 
strength, The workers’ class has been too long in finding a leader like 
Olivio and it must not lose him because of a thoughtless act by an authority. 
ISTOE: Does the Confederation of Workers (CUT) exist or doesn't it? 

Lula: Im fact, I have always said that the Confederation would be established 


in practice and that it would have to function parallel to the Brazilian 
trade union structure. What we have is a group of trade union leaders playing 
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the role of a confederation, in the sense of collaborating with the comrades 
on strike and even on other problems. There are 30, 40 or 50 trade union 
leaders committed to this. The government should not see these people as 
pernicious. I would like the minister of labor, when he gets home and 

reads this interview, to think about what is doing the greatest harm to 
Brazil: the trade union leaders, who are urging a free trade union system, 
or the likes of Ary Campista, who is seeing the workers at each others’ 
throats but continues to be just a lackey of the government, never opening 
his mouth, 


ISTOE: Does the CUT have some relation with the CGT [General Labor 
Confederation] of the past? 


Lula: I was not familiar with the CCT and it would be difficult for me to 
speak about it. I believe that it had a very great commitment to the 
political parties. But the comrades who are working now are very serious 
individuals who do not want to repeat the errors of the past. I think that 
what the CGT did that was wise we should utilize, and we should reject what 
it did that was wrong. If until yesterday it was the employer who had the 
right to travel everywhere to give his colleagues guidance, we should also 
have this right today. 


ISTOE: The trade union movement has reached the point at which its leaders 
are beginning to be arrested. And what can happen from now on? 


Lula: I only hope that they will not be killed. If things continue in 

this same fashion, the next step is killing. From now on we will have to 
reorganize, seek new forms of action. The strike is still the most legitimate 
weapon workers have, the most effective. And it is not we but the government 
which must correct its vision in this regard. There is an interesting fact 
which merits mention. From Porto Alegre I telephoned Muri?.lo Macedo and 
Petronio Portella. I explained to Macedo who Olivio was, and the mistake 

the government was making. He answered that this matter lay within the 
jurisdiction of the Ministry of Justice. I then reached Petronio Portella, 
and he told me that this was a problem for the Ministry of Lator. How can 
such a thing happen? 


ISTOE: Do you believe that the semi-annual adjustment will deflate the 
trade union movement? 


Lula: 1 do not believe that the adjustment will demobilize the workers. 
But there is one thing the people cannot deny. If they will not mean much 
for Sao Berrardo, because we have already had advance payments, they will 
represent an important step for Brazil as a whole. The worker, instead of 
recovering his wage loss in a year, will do so within six months. Granting 
an increase of 10 percent for those earning up to three minimum wages will 
also be an improvement. One failing in the government proposal is that it 
may encourage much greater manpower turnover. 
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ISTUE: The proposal provides a possibility for avoiding this through the 
establishment of vocational standards within the enterprises, in other 
words a minimum wage base for the lathe mechanic, the toolmaker, the 
reamer, etc. 


Lula: But it does no good to make it possible to negotizte vocational 
wages if there is no freedom of negotiation, which includes the right to 
strike. Without this, we will remain at the zero mark. 


ISTOE: Do you believe that it would be possible to call a strike in :upport 
of the excluded leaders today, or would this be extremism? 


Lula: We should keep our feet on the ground. And to call the workers out 
in a solidarity strike today would be closing our eyes to the Brazilian 
reality. I believe that the problem of exclusion should be solved in a 
political fashion. The people want to create a national movement for the 
return of the trade unions to the workers. I myself have a great inclination 
toward such a movement because I was a victim of government intervention. 
Who knows, the day may come when we will have to call a solidarity strike, 
but now is not the time. Doing this would mean handing the radicals what 
they want. Instead of having one man imprisoned we would have 30, 40 or 
50. Nor can the strike be made commonplace: first one strike, and then 
another and another~-in this way we would exhaust the workers. There is a 
proper time for calling a strike and a time for ending it. There is no 
eternal strike. I am even thinking of calling the trade union leaders 
together to make an assessment of the strike movement since 1978, so that 
the people will see where they erred and where they were right. We all 
err and we all are right sometimes. 


ISTOE: The government went so far as to draft an amnesty project, which 
was criticized, but they did not dare even touch on the CLT. Is our 
democracy only for the elite? 


Lula: I have always said that the workers’ class was not included in the 
process of detente. While some were granted ammesty, you didn't see anyone 
mention changing a single article of the CLT. The worst of it is that I 
think that Delfim Neto's move was precisely designed to pacify the middle 
class. Those in the know see a more prosperous future coming, a new 
"miracle" era, with car financing over 60 months. Thus everything seems 
marvelous, the middle class begins to buy and the wage indices are left 
behind again. The workers’ class is isolated and worse off. 


ISTOE: Is there some possibility of change in the government policy? 


Lula: The people see many contradictions in the statements by the 
authorities on the strikes. They try to insinuate that the workers are 
being used. I would like to ask the president of the republic, the minister 
of labor, those in authority, to look at the reality closely before pre- 
judging matters. When the minister of army states that international 
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communism is turning toward Brazil, I would make bold to ask him if Congress 
has changed its name. The Brazilian people are hungry, they want food. 

The children want milk in the schools. And the worker wants something from 
those in authority, those for whom he produces and those whom he makes rich. 
I would like the authorities to do the following: to put a group of trade 
union leaders, preferably those concerned with the workers’ c: \ss, at the 
same table with a team of technicians chosen by the government and personnel 
from the DIEESE [Inter-Union Department of Statistics and Social and 
Economic Studies}. This would be to discuss the situation in the country 
seriously, with the president of the republic participating. They would 
reach the conclusion that the worker waits too long before striking, that 

he suffers too much hunger without striking, and that it does him no good. 
Brazil will only have an economic base and political independence when a 
domestic market is created by distributing wages and business profits. I am 
prepared to proceed with the government technicians on the basis o! truth. 
So that everyone will know what it is necessary to do to improve this country. 
And not merely calling the workers communists and arresting them. If someone 
should be arrested, if someone has engaged in subversion in our country in 
the past 15 years, it has been the majority of the business owners, the 
bankers, and never the workers. To figiut for food is not subversion. The 
courts themselves recognize that when a person steals or kills because he 

is starving it is not regarded as a crime. I believe that the government 
needs to have this minimum of vision. The people are hungry and they want 
to eat, and it will not be through the police that we will obtain food. 
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BRAZIL 


REACTION OF TRADE UNIONS TO WAGE POLICY EXAMINED 


Sao Paulo ISTOE in Portuguese 5 Sep 79 pp 92-93 


[Article by Luiz Roberto Serrano: “The Government May Steal a March on 
the Unions” ] 


[Text] The trade union movement has just made a powerful enemy. Many 
rumors circulated in Brasilia before Minister Said Farhat made the announce- 
ment, at the end of the afternoon on Wednesday, 29 September, concerning 
the results of the special meeting of the Economic Development Council (CDE) 
called to discuss the new wage policy. It was even said that Minister 
Murillo Macedo had submitted his resignation because his proposals were 
defeated. In fact, it was the trade union movement which emerged somewhat 
scarred. Smiling, Farhat announced that the government had decided to 
improve the semi-annual wage adjustments for the workers. The tool with 
which the government will seek to slow the impetus of the trade union movement 
had just been born. 


Setting the Brasilia rumors aside, the proposal goes farther than the 
speculation preceding its approval ty the president of the republic in the 
CDE made it possible to foresee. “he increases will now be semi-annual, 
based on a national cost of livtug index--the national consumer price index 
--established monthly by the IBGE [Brazilian Institute of Geography and 
Statistics), based on a survey which will include price samplings in nine 
Brazilian cities. When the time comes for collective bargaining, the 

trade unions can freely negotiate an increase based on the increase in 
productivity in their industrial sectors. But it was in the definition of 
the wage brackets benefitted that the surprises came. 


Poverty Line 


The increase will not benefit only those who receive up to 20 minimum wages 
per month. Quite to the contrary, it was expanded to affect the entire 
wage range (see table accompanying article on pages 94-95). The great 
novelty lies in the definition of a priority index for workers receiving 
up to three minimum wages. As Walter Barelli, the economist who heads 

the Inter-Union Department of Statistics and Social and Economic Studies 
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(DIEESE) says, the nation's “poverty line” has been defined. In giving 
larger increases up to three minimum wages, the government is acknowledging 
the disadvantages suffered by those within that range--these would be 


officially defined as the poor of the country. 


A strict analysis of the formula shows that it has merit. After all, the 
civilized countries use formulas of this sort to establish periodic 
increases compensating wage-earners for the loss of purchasing power. It 
could be argued that these increases are incorporated in collective labor 
contracts negotiated directly between the employers and the employees. 
fhis criticism is substantially correct. But as Barelli notes, it must 
mot be forgotten that the majority of the wage categories in the country, 
particularly in the large urban centers, are already covered by wage advances 
provided by the enterprises themselves. This right was won as of 1959 and 
the government is merely institutionalizing one of the workers’ gains and 
extending it to sectors not previously « oying that benefit. 


Two Faces to the Coin 


Every coin hs two sides, and it is on the other side of this one that the 
great enemy »f the trade union movement emerges. In establishing that when 
it comes to bargaining, after correction for the annual loss of purchasing 
power, the trade unions and the businessmen will discuss an increase based 
solely on the productivity in the secto., it is the clear intention of the 
government to steal a march on the trade union movement, 


Recent arrivals on the scene, the trade unions, the government believes, 
wave radical banners to win over the base levels to the campaigns to achieve 
demands. Radical in this case means demands for up to 70 percent wage 
increases. Now if the workers are authorized to discuss four or five percent 
increases based on the ‘ncrease in productivity, the technicians in Brasilia 
reason, the trade unions will be left high and dry. This is a thesis with 
which some economists in Sao Paulo agree. 


The government has taken such care to avoid any difficulties that it 
promises to announce the indices established by the IBC in full, so as to 
eliminate any possibility of mistrust on the part of the workers. But how 
can mistrust be avoided when Planning Minister Delfim Neto has just replaced 
the leadership of the IBGE? (See article on page 100.) 


Uncertainty 


The thesis of weakened union power is obviously rejected by the union. 

“The new plan will not cool the workers’ enthusiasm," assures 

Arnaldo Goncalves, president of the Santos Metallurgical Workers’ Trade 
Union. Despite this statement, the majority of the trade union leaders, 
including Luis Inacio da Silva, “Lula,” do not yet feel entirely certain of 
their analysis of the new plan. "I do not yet know if an increase based on 
productivity is good or bad," says Goncalves. And he offers an example. 
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"Let us take the case of an enterprise like Volkswagen, which has large 
profits on the financial market. This money does not show up on the books 
as production,” he says. 


In any case, the trade union movement will have to make its methods more 
sophisticated, and on two levels. First, on the technical level, where it 
will be necessary to make arrangements to check the government figures and 
in particular the indices reflecting the productivity of the various 
industrial sectors. In addition to this, it will now be necessary to 
answer a very important question, as Barelli stresses. The worker's wage 
is not affected by the increase in living costs nationally, but by the rise 
in prices in the city where he works. Thus there will be a problem in that 
the workers in the cities where the cost of living is higher wili suffer. 


The second level is a political one. With the campaign for wage increases 
weakened, many other demands still remain to be discussed. Thus the 

trade unions * to increase their work within the factories to 
persuade the workers to wage the battle for better working conditions, 
shorter labor days and other requirements, demands which will inevitably 
lead to the demand that trade union delegates be appointed. 


What About Capital? 


There can be no doubt moreover that the new increase formula is reasonable 
in content in terms of distribution, since it favors the lowest wage 
categories. However the trade unions are not satisfied. "What is proposed 
is a redistribution among the wage-earners themselves, leaving capital out 
of it. This is not a proper app) oach,” claims Arnaldo Goncalves. 


In sending the project to the congress with instructions for immediate 
action, the government hopes to see it approved within 40 days, the time 
period allocated. With the new plan in hand, it wants to distribute 
immediate benefits to all the workers whose collective contracts were 
negotiated between November 1978 and May » 1979. These workers would 
receive an immediate increase of 22 percent, even without having gained 
any additional rights. The intention is obvious. At that time the wage 
negotiations of such important sectors as the metallurgical workers in the 
city of Sao Paulo, involving no less than 300,000 workers, will be at their 
peak. This will be the first great test of what the new formula can do. 
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BRAZIL 


CONGRESSIONAL REACTION TO NEW WACE POLICY DISCUSSED 
Sao Paulo VISAO in Portuguese 17 Sep 79 pp 20-22 


[Text] Hoping to collect political dividends through the adoption of a 
policy designed--at least officially--to improve “distribution of income” 
and to provide “wage improvement,” the government has sent to the national 
congress its proposal which would establish a new legal system of wage 
increases. In relation to the earlier policy, in effect in substance since 
1965, the basic changes proposed by the government are the following: semi- 
annual instead of annual increases; wage increase indices differentiated on 
the basis of wage categories; negotiation between owners and employees to 
establish an additional rate of increase once every year as a function of 
the productivity increase in the sector. 


Obviously, in official circles the change was hailed as an excellent 
solution, the “best™ which could be found "at the present time." According 
to statements by ministers and technocrats, the government wanted to kill 
several birds with one stone, and succeeded. First of all, the idea was to 
limit the wave of strikes and trade union claims. Secondly, the plan was 
to benefit wage-earners, above all those in the lowest income sectors. 

And thirdly, it was necessary to avoid harming the enterprises, by imposing, 
or permitting, wage increases well in excess of the official inflation 
indices. Finally, it was hoped through the new policy to achieve a certain 
stability and a reversal of the inflationary expectations. 


There have been those, even in the opposition, who have seen some merit in 
the government proposal. But there has also been a flood of statements 
expressing doubts about the effectiveness of the changes proposed. If the 
government hoped for political dividends, it has not obtained them, at least 
not yet. 


In Sao Paulo, although there are some trade unions which admit it is possible 
that the new policy will “lead to some improvement,” criticism focused on 
one point. The trade unions believe that the changes proposed by the 
government are “merely palliative.” According to the president of the 
Osasco Metallurgical Workers’ Trade Union, Henos Amorina, the government 

has done nothing but make the vemi-aniual adjustment “official.” 














Will the new policy diminish the force of the workers" demands? Anorina 
says no. “The workers still have guch to demand: higher wages, better 
working conditions, security, etc." We defends the approval of quarterly 
increases “based on the real cost of Living index, augmented by five 
percent to regain what the workers have lost in the past 15 years." Sao 
Paulo state Deputy Almir Pazzianoto, of the MDB [Brazilian Democratic 
Movement], legal counsel for a number of trade unions, also believes that 
the new policy is “merely a palliative.” "The government,” he says, “is 
making unsynchronized wage increases, which will not solve anything. Ina 
addition, the increases will be based on the national consumer price index. 
Which indices will be used? Who will use them? Who wili check the studies 
te obtain these indices? The Getulic Vargas Foundation, the IBGE [Brazilian 
Institute of Geography and Statistics], the DIEESE [Inter-Union Department 
of Statistics and Social and Economic Studies], or other institutes which 
make identical surveys?” 


Collares has other criticisms to make of the new policy. “The government 
“ays,” he argues, “that better distribution of income will be possible with 
the increase in wages and with the participation of the trade unions in 
collective bargaining in an effort to achieve rates higher than the official 
rate of inflation, as a function of productivity. But how can the distribu- 
tion of income and wealth be improved if the new formula does not restructure 
the purchasing power of the wages? It only seeks, according to its authors, 
to miintain from now on the purchasing power of labor compensation, when 
this is already out of kilter. How can the trade unions wage a battle not 
only to reestablish the purchasing power of the wages but also to win 
increases from the owners’ class in excess of those established by the new 
formula if the discussion is to be based solely on the productivity rate? 

lf all the legislation eliminating freedom and autonomy for the trade unions 
is in effect, and being used to exert pressure on the workers?" 


In the view of Collares, the new government plan was solely conceived for 
the purpose of reducing the pressure from the trade unions by adjusting 
wages semi-annually, but without giving them back their purchasing power. 
An opposition view? Perhaps. The president of the Metallurgical Workers’ 
Trade Union in Sao Bernardo and Diadema, Luis Inacio da Silva, may serve 
as an example that if this is what the government wanted, things will 
perhaps not be so easy. Lula criticized the new wage policy and to some 
exient indicated what may happen. “Now we will have to pursue two wage 
campaigns each year." 


Perhaps neither Deputy Alceu Collares nor Lula are right. Collares, 

because the new wage policy may not be the best, but the government formula 
will im fact benefit the workers earning up to 28,000 cruzeiros, approximately 
(see box). Lula, because it is possible that the government is preparing 

new tools to slow the flood of trade union demands. In any case, one pre- 
'iminary and basic question has not been discussed: Why does the 

government need to have a wage policy? What are the reasons for state 
intervention in agreements between eminently private parties, which is what 
labor contracts between employers and employees are? 
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There are those who claim that the government must “protect” the worker. 
Arnaldo Sussekind, a former minister of labor now serving with the Higher 
Labor Court, is one such. In his view, out of a total contingent of % 
million workers, “only 2 million could do without government intervention, 
because they have strong labor unions. The others, however, would otherwise 
be subject to subhuman working conditions.” 


The concerns of the trade unions, however, seem to be more focused on the 
“quality” of the government intervention than on the existence of that 
intervention as such. Based on what can be deduced from the statements by 
trade union leaders, there is a fear that the government may with the new 
formula impose rigid mechanisms and increases which are not very advantageous 
to the wage-earners through the manipulation of the consumer price index. 

In addition to this, even the rate of additional increase negotiated directly 
as a function of the productivity rate can be controlled by the government. 
There are reports in Bra: .‘a that official productivity rates will be 
established every month .« « framework limiting the negotiations by sector. 


There is however the ot ~ side of the coin. It is possible that the new 
wage policy will benefi. some enterprises, if the government is determined, 
with all the tools available to it, to limit the strikes and demands which 
do not conior= to the standards of its official formula. But the establish- 
ment of parameters and the existence of state inte ‘vention ic the sector 
itself may lead other enterprises into delicate situations. For example, 
the employer would have to pay an increase established by the government, 
while at the same time being under pressure not to dismiss workers. Even 

if its situation makes cost increases ill advised. 


Unless the enterprises pass on all the increases allowed. And in such 4 case, 
the battle against inflation would have to be set aside. Joachim dos Santos, 
president of the Sao Paulo Metallurgical Workers’ Trade Union--the largest 

in Latin America--believes that the increases will be passed on. And thar 

the new government policy seeks precisely this. 


“The change will make it possible for enterprises to pass en the semi- 
annual wage increases through their products,” he argues. “They could not 
officially be passed on before because of the advance payments. The workers 
will continue to have difficulty keeping up with inflation, because the 
tools which will measure ‘he increases in productivity are not trustworthy.” 


According to Professor Deicio Garcia Munhoz, a professor of economics at 

the University of Brasilia, the government will find it difficult to prevent 
the semi-annual increases i'rom being passed on in the prices of products. 
“The change has an explosive effect. If inflation was 50 percent per year 
before, it will now be 50 percent every half-year.” 
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BRAZIL 


FAVORABLE EFFECTS OF WAGE INCREASES DESCRIBED 
Sao Paulo ISTOE in Portuguese 5 Sep 79 pp 94-95 
[Article by Aloysio Biondi: “How To Make a Victory Into a Defeat”) 


iText] First of all, to launch the discussion, let us say the following: 
The wage policy proposal of the government grants in practice a wage 
increase of about 20 percent to all Brazilian workers. Everyone has been 
so concerned about debating the plan for the increases that no one seems to 
have perceived this novel aspect, a general increase of about 20 percent 
for the working class. And it is a real increase, not a “bonus” to be 
discounted in the future. 


What is the meaning of this government decision? In a democratic society, 
chere is a continuing discussion among the various social groups in the 
defense of their interests. At all times, there are conflicts among those 
interests, and it falls to the state, to the government, to meet the demands 
of the majority. It is obvious that when they are short-sighted, in other 
words they may seem advantageous to the majority in the short run, but would 
in fact do harm in the long run, because they would create new and insoluble 
problems for society as a whole, meeting them would be pure demagogy. Even 
so, however, a refusal only comes, in a democratic sociery, after broad 
discussion to enlighten the public and to form a consensus. 


No One Yields 


In a closed political regime, censorship and repression silence the voices 

of some social sectors, and the laws and norms governing the life of society 
--including and above all in the economic sector--are established on the 
basis of the demands of--or pressure from--the groups closest to power. All 
of this, which is obvious, seems to be overlooked at this time by the so- 
called Miracle South opposition in view of the changes occurring in t! 

labor sector. The working classes which were neglected under the emergency 
regime have been winning victories, i.e. they have been successful in getting 
their interests too taken into account. However, instead of commemorating 
these political triumene (in the broad sense) and admitting that a new era 
has arrived, the leadership plunges into foolish analyses and cliches reeking 
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of old age (alas, how woeful the verbose inclination of Brazilian leaders!). 
The favorite note, the classic tic in the university circles in the Miracle 
South currently is the statement that the new wage policy is "paternalistic" 
(that nauseous cliche) or a “maneuver” to vitiate the trade union campaigns. 
"The government will increase wages to avoid strikes. The new plan will 
reduce the negotiating power of the trade unions, which will only be able 

to discuss an extra annual increase of about four to five percent with the 
employers, corresponding to the increase in productivity. This is 
paternalism." 


The Specter 


This reasoning is reminiscent of the runaway horse which, frightened by 
something, began to gallop madly and then forgot to stop--because it no 
longer remembered what it was fleeing. When all is said and done, the 
strikes and the trade union campaigns were designed to bring to society's 
attention the neglect of the workers, the need to improve their living 
standards, the urgency of increasing their share i» the national wealth. 
Society was forced to recognize this reality, and society, through the 
government, decided to change the treatment meted out to the workers. It 
is not the "government" which is “maneuvering,” it is the workers’ movement 
making itself heard. There is no stupid “triumphalism” in this statement. 
It is merely a calm assertion that Brazilian society is beginning to 
function in a truly open fashion, with the days in which only the interests 
of the privileged minority prevailed receding into the past. 





Fair Treatment 


The revision of the wage policy is a sign of the era of the open approach. 
To say that the trade union movement will be vitiated by its approval is 

a real idiocy. It is the same as saying that it will put an end to the 
conflict of interests within society. There is not the slightest doubt, 

on the other hand, that with the new policy the government will not tolerate 
demands outside the guidelines established, but the important thing is that 
the guidelines are highly favorable to the worker. The evil being combated 
was the unequal treatment the workers' class was receiving within Brazilian 
society. With the wage distortion which worked against it eliminated, it 

is obvious that the workers’ class--like any other segment of society--wil) 
also have to show its readiness to deal with the problems of that society 
as a whole. It cannot act against the interests of society, if only because 
it too is a part of it. 


Closing the Gap 


In granting larger increases to the lowest wage categories, the new wage 
policy emerges as one of the most important decisions in recent years in 
terms of the redistribution of national income. Many people are turning up 
their noses at this statement, claiming that what is involved is a “leveling 
downward,” a “lowering of the highest wages." This reasoning is typical of 
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the higher wage-carners In the Miracle South, who in this regard (as in 
ethers) side with the circles gost violently opposed to changes within 
society, according to whom the greater increases for those who earn least 
would be a “distribution of poverty." First and foremost, with the wage 
increases made every half-year, there will be an increase in the annual 
income of all wage-earners (see tables), i.e. the higher wage earners as 
well will derive an advantage over the previous situation of increases once 
a year. The gap will be closed, therefore, not by a reduction in the 
highest wages, but rather a more rapid rate of increase for the lowest wages 
(see table). Another idiocy--repeated even by the Miracle South trade 
union leaders--is the statement that the semi-annual increases have already 
become a norm, with the enterprises granting them to their employees. 

Those who say this are the maharajas of the Miracle South, who forget that 
Garanhuns is not Sao Paulo. That in fact hundreds of thousands of workers 
outside the ABC [Santo Andre, Sao Bernardo do Campo and Sao Caetano do Sul 
industrial sections] do not have the strength to win semi-annual wage 
adjustments or increases in the minimum wage for their categories. 


What About Inflation? 


The establishment of a new wage policy is still more important as a symbol 
of change because there were ministers in Brasilia who defended a rather 
hare-brained strategy for the economy: liberating prices so that inf’ .tion 
would surge ahead at the end of this year (and would therefore drop more 
readily beginning in February 1980), while at the same time limiting wages, 
on the pretext that increasing them would aggravate the problems of the 
“liberated inflation." And this precisely in the era of the “export model." 
This crazy strategy of promoting still more inflation so that it will drop 
in 1980 seems to have caused some “ear-tugging™ in Brasilia last week, 
because there was hesitation about adopting it. 


No Detenses 


There are sectors however in which it is scandalously visible, such as for 
example the treatment of cattle ranchers and slaughterhouses, with toleration 
of absolutely absurd meat prices. The problem moreover is not toleration, 
for it is the government itself which is pushing prices upward. Last week, 
Minister Delfim Neto put on a great show, stating that the cattle ranchers 
and slaughterhouses would be punished if prices for fattened beef went 
beyond 1,000 cruzeiros per arroba, almost 4 times the price level a year 
ago. And he justified the threat: he knew of 5,000 head of cattle put to 
pasture, i.e. the shortage claimed to justify the rise in prices is 
artificial, a maneuver so that the ranchers and slaughterhouses can eara 
floods of money. But the minister then made a compromise: the fattened 
beef will be purchased at 1,000 cruzejiros per arroba to be slaughtered and 
stored in freezers. In other words, it was a farce. The slaughterhouses 
promised not to increase prices any more “now,” but the government promised 
not to let prices drop “later.” And what might happen "later"? The leading 
ranchers with the best press coverage say that there is a shortage of meat 
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on the world market and that the rise in prices domestically is consistent 
with the international trend. They even report that prices in Brazil are 
lower than in the United States. Is this true? It is a lie. Meat prices 
seared in the United States and on the world market until April, when the 
U.S. livestock breeder was getting $72.40 per hundred pounds. From April 
onward there was a steady drop, and prices in July were already down to 
$65.60 per hundredweight, a decline of 10 percent. How much is this in 
cruzelros? With the dollar at 27 cruzeiros today, this represents 613 
cruzeiros per arroba. In other words, meat cost seven percent more in Brazil 
than in the United States. World prices are dropping. Without a doubt 
they were dropping here. This is the reason for the “agreement” on 1,000 
cruzeiros per arroba. Has the president any doubts? We has only to ask 
Minister Delfim Neto for the periodical LIVESTOCK AND MEAT SITUATION. The 
U.S. embassy has it. 



































g Primera pergunta J 
1 O que vai acontecer 
com o salario mensal? 
| Veler Sé com © Com o Genho exve 
Em Cr$ 2/3 cnc: {4 sumone | sumone | 6 por mtn 
7 trts saitrios) 6.800, 1.360) 1.496 136 
lo ment 1) 
8 see ssitros| 15.876 | 3.175| 3.310 | 125 
9 der sities] 22.680 | 4.536) 4.671 | 35 
‘Yowe # cinco sstvos] 56.900 |11.380| 9.434 | -1.496 
Key: 
1. First question: What will 5. With government increase 
happen to the monthly wage? 6. Extra monthly earnings from formula 
2. In cruzeiros 7. Three wages 
3. Current figure 8. Seven wages 
4. With 20 percent increase 9. Ten wages 
only 10. Twenty-five wages 
li. More 
12. Less 
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{— Segunce pergunta -) 
Quanto o assalariado vai ganhar a mais 
no final de um ano? 








| 3 Seer. | & Seltnc 5 Seléne 6 
— — § com com { Gennro 
Em Cr$ | 5. 22 | * * | * epee | * * 
a) Trés salarnos | T | 
Primer mestre 
‘btsoenn 40.824) 40.824 | 40.824 — 


sepunte someswe| 40.824 48.984) 49.800) 8.976 
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segundo semesve 95.256 114.307 | 115.057 | 19.801 


us| 190.512 209.563 | 210.312 19.801 
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XC 341.400 |341.400| 341.400, — 
341.400 409.680 | 398.004! 56.604 
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Second question: How much more will the wage-earner get at the end 
of a year? 

in cruzeiros 

Wage with no adjustment for whole year 

Wage with semi-annua] increase of 20 percent 

Wage with semi-annual increase according to formula 

Extra earnings from formula 

a. Three wages; first half-year; second half-year; total 

b. Seven wages; first half-year; second half-year; total 

c. Twenty-five wages; first helf-year; second half-year. 
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Ganho extra no fina! — Genro @streem um ene 
Em Cr$ ? 3 um eno, com eOIMe Dos 88181108 BOM 
2 tormule em Cr$ 4 sumento. om % 
5 Tres salérios 8.976 11.0 
7 Views « cinco sitios) 56.604 8,28 
Key: 
|. Third question: Who and 4. Earnings in a year above wages, 
what will benefit most? without increase, in percentage 


Three wages 
Seven wages 
Twenty-five wages 


2. In cruzeiros 

3. Extra earnings at the end 
of the year, with the 
formula, in cruzeiros 


5. 
6. 
7. 
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BRAZIL 


EXPORTS TO INCREASE TO $40 BILLION BY 1984 
Sao Paulo VEJA in Portuguese 19 Sep 79 pp 138-139 


[Text] The hibernation was so long and discussions for reorganization 
were so delayed that many thought that the creation of one more agency 

in the already bureaucratically congested area of foreign trade was under 
way. It was nothing more than a delicate and slow negotiation to give 
CONCEX, National Council on Foreign Trade, created in 1966, a more dynamic 
structure, indispensable for giving viability to an ambitious goal of the 
Figueiredo administration: exports amounting to $40 billion in 1984, three 
times more than present exports. 


Unquestionably, reform of the old CONCEX was essential for that. After 
all, in its 13 years of existence it only managed to hold 61 plenary 
sessions. The penultimate session took place 3 years ago, an interval 
which shows very well how unimportant that agency has become. On Monday 
of last week, however, the “new CONCEX,” as President Joao Figueiredo 
described it, was born at the sixty-first session. In the ceremony in 
which this event was announced on Wednesday at Rio de Janeiro's Monte 
Libano Club, he noted that things should change from here on. 


New Routes 


"The basic function of CONCEX is that of simplifying,” remarked the 
president, directly attacking the bureaucracy in which Brazilian exporting 
activity is bogged down. Regulated by a snarl of 1,470 regulations and 
appendixes, directly or indirectly, of 13 ministries and almost 15 
different public administration agencies, Brazilian exports today perhaps 
have to travel a longer route than that which takes them to other countries. 
To shorten, regulate and remove the obstacles from those routes, a new 
leadership assumed control of CONCEX. Minister of Finance Karlos 
Rischbieter, the new president of the council (post formerly occupied 

by the minister of industry and commerce), announced changes which by their 
tone should be profound: "We are going to change all that," promised 
Rischbieter. "We and the businessmen who become part of CONCEX.” 


That inclusion gives prominence to the attention paid to the often- 
demanded participation by the business class in the agency. 


67 




















The post of executive secretary, for example, one of the most important 
posts, was given to Rio Grande do Sul businessman Paulo d'Arrigo Vellinho 
of the Springer-Admiral group. Moreover, Laerte Setubal Filho of Duratex 
of Sao Paulo, Paulo Ferraz, of the Companhia de Comercio e Navegacao of 
Rio and Humberto da Costa Pinto of the Costa Pinto Comercio and Industria 
trading company and president of the Brazilian Association of Commercial 
Exporting Companies, were selected as advisers. 


"My Dream" 


The businessmen have already made a contribution. Concerned with the 
day-to-day exporting activity, they pointed out the need for establishing 
a peaceful coexistence between CONCEX and the Foreign Trade Department 

of the Bank of Brazil (CACEX), up to now the most dynamic agency in the 
exporting field. That observation reflects the fear of the businessmen 
that disputes within the official technocracy will jeopardize the goal of 
$40 billion in exports in 1984. 


They did not forget, for example, that CACEX Director Benedito Moreira 
always harbored the dream of commanding a single agency responsible for 
Brazilian exports, and that he worked so hard for the emergence of the 
new CONCEX that his project in that respect was baptized "My Dream" by 
his critics. From all indications, Moreiro was not a skillful defender 
of his project, so auch so that Minister Rischbieter learned of it from 
the newspapers, and the official in charge of the Department of Commercial 
Promotions in Itamarati, Paulo Tarso Flexa de Lima, received a copy of 
the plan from a businessman friend. 





Prepared to smooth over all the rough spots and to conciliate all interests, 
Figueiredo was more skillful. There is more than enough room for ail 

in the new CONCEX. A new vice presidency was even created to conciliate 
the presence at the same level of Minister of Foreign Affairs Saraiva 
Guerreiro and Minister of Industry and Commerce Joao Camilo Penna. The 
route taken, according to Brasilia experts, will include dangers of 
hindering the policy of debureaucratization. However, the government 
preferred to believe that it will conclude by leading to a greater 
concentration of efforts. 
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BRAZIL 


NEW FOREIGN TRADE POLICY CAUSES DISAGREEMENT 
Sao Paulo VISAO in Portuguese 17 Sep 79 p 22 


[Text] Contrary to what some hasty observers thought, everything that 

has been taking place around the reorganization of the National Council 

on Foreign Trade [CINCEX], process which has been dragging along since 

the installation of the Figueiredo government, comes down to a private 

duel between two officials of the so-called “second echelon,” who organized 
small empires in their respective areas of action thanks to undeniable 
personal competence. As key pieces of a complex bureaucratic system, 

they feel the effects of the natural forces of that medium, sometimes 

being allies, other times competitors in the same arena. 


On one side is Benedicto Fonseca Moreira, former Itamarati economic adviser 
and present director of the Foreign Trade Department, the well-known CACEX, 
which he has directed for 11 years. On the other side is Paulo Tarso 
Flecha de Lima, former assistant consul in New York, creator of the 
extensive network of commercial promotion which Brazil had in five 
continents, the results of a 9-year work. 


In addition to a total knowledge of their fields of action, both Moreira 
and Lima have youth, leadership spirit, and a great capacity for making 
friends and influencing people. They are also concerned with the purity 
of Srazilian foreign trade against the actions of opportunists and ad- 
venturers, the strengthening of the national business area, and even 
with their own position in the command of the system. There is where 
the conflicts begin. 


Moreira fired the first shot in the form of a plan for the reorganization 
of the entire mechanism of foreign trade, which has been done and redone 
at different times, which also advocates the obvious: a centralized 
coordination for all the agencies involved in the process of exporting, 
and in the creation for greater opportunities for Brazil. As was foreseen 
in previous legislation, that coordination would be made with the six 
ministers having to do with the sector (foreign affairs, industry and 
commerce, agriculture, planning, mines and energy and finance), with the 
command of the council being transferred from the minister of industry and 
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commerce to the minister of finance. The problem began with the prospect 
that the executive secretary of the new CONCEX would acquire concentrated 
powers capable of affecting the autonomy and the methods of action of 

the system implanted in the area of Itamarati for the promotion of Brazil 
abroad. 


The domain of Ambassador Flecha de Lima and his score of young diplomats, 
who practically based their careers on that single area of action, suddenly 
began to run risks which it had not known throughout 10 years. Anot.er 
sector of the Ministry of Foreign Affairs potentially affected by the 
documents which the CACEX director had circulated in his trips to Srasilia 
(his center of action is still Rio), was the European Department, whose 
reaction, however, was moderate, and did not have any influence on the 
events which followed. Contributing to this was the appointment of its 
former chief, Ambassador Joao Paulo do Rio Branco, to 4 recently-created 
delegation to the international economic agencies located in London. 


Although he has his own prestige and means to curb the advances of the 
director of CACEX into his sphere of action--since the plan of Benedicto 
Moreira to become the executive secretary of the council was obvious-- 
Ambassador Flechade Lima had enough support from Minister of Foreign 
Affairs Saraiva Guerreiro himself, who questioned the timeliness of the 
CONCEX project, considering it to have no official approval and believing 
it to be debatable that there was the right to havisg it go to the 
ministerial offices and to the business sector before the potentially 
affected areas, including Itamarati, were consulted. 


The result of the preventive action by the minister of foreign affairs 
was a discreet recommendation by Minister Karlos Rischbieter to the 
director of CACEX in the sense that the document be acquired and reviewed 
in its essential points. Then there was the resignation of Mario Henrique 
Simonsen, and his replacement, Delfim Neto, argued that an affair of 

such ‘mportance could not be resolved overnight like that. 


Now thousht is being given to the selection of a third party to occupy 
the secretariat of CONCEX, someone who is neither the director of CACEX 
nor the chief of the trade department of ITAMARATI. The battle appears 
to have been passed. The CONCEX is officially consecrated by a speech 
by President Joao Figueiredo supporting the action of the Brazilian 
businessmen in the export sector. And Benedicto Moreira and Flecha de 
Lima, still solidly in their posts, applaud the pronouncement. 
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BRAZIL 





BANKERS REACT TO NEW INTEREST RATES POLICY 
Sao Paulo ISTOE in Portuguese 5 Sep 79 pp 91, 92 
[Article by Luiz Roberto Serrano: "Some Accept, Others Whine™] 


[Text] There was so much talk that the government should control bank 
interest rates that when the measure was adopted, disguised under the 

name of a reducer, the bankers even heaved sighs of celief. It is possible 
that this interpretation may not be believed, however, Henry Claude Korsen, 
director-superintendent of the Auxiliary Bank, swears that it is the truth. 
And he explains: With the expectation of controls, which no one knew when 
or how they would come, the banks hesitated in establishing their strategy 
for future operations. 


Besides relief, however, there emerged a certain dissatisfaction with 

the initiative of the government. “There will be a decline in the revenues 
of the banks,” complained Roberto Konder Bornhausen, president of the 
Brazilian Bank Federation. Gruff as usual, Bornhausen said at the testi- 
monial luncheon held by the Association of Sales Managers of Brazil in 

Sao Paulo last Thursday, that he was against irterest rate controls. In 
his opinion the government's measure did not make the slightest sense. 
“after all the increase in interest rates is an effect not the cause of 
inflation,” he said. 


Vicious Circle 


It is obvious that there are bankeys with more flexible ideas. Pedro 
Conde, president of the National Credit Bank (BCN), is one of the group 
which admits that the rise in rates is aleo a factor which refuels in- 
flation. This means that the rates rise because inflation rises, and 
inflation rises anew because the rates rise. A vicious circle. The 
natural result of that reasoning is that the banks have to share in the 
sacrifice so that the government may halt the rise in prices. 


It was unlikely that such a demonstration of good will could have been 

made public some time ago; to be more precise: before the rise of Delfim 
Neto to the Ministry of Planning. “It is unlikely that I would have 

spoken with such lack of restraint on the economic problems of the country, 
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some months ago,” said the owner of a medium-sized institution to ISTOE. 
it was enough for Delfim to begin to deal the cards for the bankers to 
become filled with the enthusiasm which swept business circles. “The 
people already know his team and they believe that things will turn out 
right,” says Conde. With so much optivism, many bankers manage to swallow 
the controls auch more easily even if, as Conde made it a point to empha- 
size, “The reducer is ¢ political not a technical seasure.”™ 


Dramatic Picture 


For a banker, however, it is not advisable to show such enthusiasm for 

the government initiative. They must not only say things such as “The 
government finally decided to control those who enjoy the greatest privi- 
leges in the national economy.” The bankers staunchly deny that they 
profited so much. They insist on saying that they were made the goats 

of the distortions in the Brazilian economy. So auch so that while the 
government vas still considering controls, Theophilo de Azeredo Santos, 
president of the National Bank Federation, painted a dramatic picture of 
the sector. He said that controls should be accompanied by some compen- 
satory measures, otherwise, even bank dividendswould no longer be paid. 
These would be compensations, such as the increase in the value of the 
public bonds of the compulsory retirement made by the Central Bank, 
reduction of that retirement, updating of the service rates of banks, 
readjustments of subsidized interest rates, and an increase in the volume 
of the loans handled by private banks. For the time being, those compen- 
gations have not been forthcoming, therefore, we are faced with the pro- 
bable list of demands with which the banks intend to bombard the government 
soon. As a bargaining chip they will attempt to show that the next collec- 
tive difference in bank employee salaries will be down 30 percent or more 
and that certain operations such as the handling of foreign loans-- 
pursuant to Resolution No 63 and Decree-law No 4,13l--are no longer so 
attractive due to the constant devaluations of the cruzeiro. It is enough 
to sav that on Thursday, 30 September, the BCN returned nearly $100 million 
to the Central Bank from various clients who no longer wanted to use 
foreign loans. 


Contain Costs 


Regardless of the concessions by the government, the banks can adopt 
procedures which compensate for the alleged losses incurred because of 
controls. Two of them, aimed at a decrease in operational costs, are 
basic: install more efficient administrative systems and eliminate 
excessive competition among banks in providing services to customers. 
This competition is so fierce that several banks do not even charge 
for their services. 
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Obviously there will be other tricks, such as the increase in the lega! 
reciprocities required from customers. The majority of bankers deny that 
this will happen. However, Azeredo Santos himself admits that those 
practices will be adopted, adding that they generate greater difficulties 
for the small and medium companies in obtaining loans and renewing their 
bonds. “For the borrower, generally, controls are negative,” says Santos. 
it is too bad that the small and medium companies are only remembered at 
those times. 


Up to the end of last week, the banks were still wating for the publication 
of the decrees that would regulate the rates. One doubt remained. Does 
the government want the reduction in rates, which in the average banks 
should fall to 54 or 53 percent per year and to 49 or SO percent in the 
large banks, to be made with consideration of each loan department (line 
of credit) or only with respect to the tote: volume of loans for each 
bank? Aside from the doubt, there is one certainty: each bank will have 
to install a sophisticated system of checks on the changes in its rates 

so that they will not exceed the limits established by the Central Bank. 
In other words, agency managers will lose their freedom for granting loans 
as it may suit then. 


Poker Game 


It is probable, however, that a slight redistribution of savings will take 
place in the economy, with the securities exchange receiving heaithfui 
injections of resources. That, at least, is the theory of Ailton Coentro 
Filho, an economist of the Brazilian Institute of Capital Markets (IBMEC). 
In order for that trend to be maintained in the long term, it will be 
necessary for the government to adopt new measures with respect to the 
financial system. And those gseasures should not be only political, such 
as that of the reducer, but they should have the power to profoundly 
change the practices adopted by the banks. 


That advance will not be easy. Created because of the incentives given 

by the then minister of finance, Delfim Neto, at the beginning of this 
decade, the large financial conglomerates will not attain several of 

their objectives, such as that vf reducing their costs, through large- 
scale operations. in compensation, they created so much power that at the 
same time that they depend on the federal government, they have the capacity 
for decisively inflwencing its resolutions, as is recalled by Coentro Filho. 
Despite that, businessmen such as Manoel Otavio Pereira Lopes, president 

of the Sao Paulo Securities Exchange, keep their hopes high: “We hope 

that controls are only the beginning of changes in the entire economic 
system,” he says. Some bankers already recognize the urgencies of those 
changes. They perceived that the poker player who wine all the chips 

will be left without players for continuing the game. 
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BRAZIL 


SYSTEM OF SUBSIDIES, INCENTIVES MAY BE REVIEWED 
Sao Paulo VISAO in Portuguese 3 Sep 79 pp 45-48 


[Text] Alarmed at the proportion of expenditures 
in incentives and subsidies, and their pressure on 
the monetary base, authorities decided to initiate 
substantial changes in the system with a view to 
obtaining greater effectiveness in the economy as 
a whole. 


In past years the use and abuse of the subsidized credit systen--made 
possible because of increases in the money supply, increases in the public 
debt, parafiscal withholdings (mandatory deposits on imports, trips, taxes, 
and so forth):-and fiscal incentives, contributed to the exacerbation of 
the inflationary process. 





This year, for example, between subsidies and fiscal incentives, the country 
is paying nearly 200 billion cruzeiros, which is almost half of tax receipts. 
Under conditions of acute inflation such as the present, the tendency is 

to increase spending on subsidies as the interest rates in the market differ 
from the fixed rates of subsidized credit. 


Alarmed at the proportion of the spending on incentives and subsidies, 
the authorities adopted two measures: 1) transferred that operation 

as of the 1980 fiscal year, from the monetary budget to the fiscal budget 
with a view to reducing the impact on the growth of the money supply, 

and as a result, of inflation;2) they created the task force in the 
sector of the Planning Secretariat of the Presidency of the Republic and 
of the Ministries of Finance and Interior for the purpose of reevaluat ing 
the operations of those mechanisms and to indicate what their effective 
contribution is to the present process of Brazilian development. 


The Voice of Numbers 


On one hand, it is estimated that more than 80 percent of all the credit 
granted in the country is subsidized, and a review of the system is under 
way. With respect to fiscal incentives, expenditures this year aione 
are estimated at 93.8 billion cruzeiros, of which 40 billion represent 
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the contribution by IPi [Finished Goods Tax] and 53.8 billion represent 
income tax. To stimulate exports, nearly 29.2 billion cruzeiros will 
be spent in 1979, while personal income tax deductions will amount to 
45.5 billion, the greatest part of which are destined for regional 
incentives and for the National Integration Program, with 11.2 Dillion 
earmarked for the North and Northeast regions. 


Whereas last year the average interest rate on the market was 40 percent, 
and admitting under a conservative hypothesis that subsidized rates vere 
on the order of 16 percent, a differential of 24 percent, credit sub- 
sidies amounted to 92.9 billion cruzeiros, which is the equivalent oi 
one-third of treasury receipts. 


In the case of fiscal incentives, which last year exceeded 70 billion 
cruzeiros, the main items are the IPI premium credit for exports, ICM 
[Tax on movement of merchandise] for exports, personal income tax deduc- 
tions for funds of the Finor and Fiset type [both expansions unknown], 
and the reduction of income tax at the source for the transfer of interest 
abroad. The incentives to exports alone represent 27 percent of all 
fiscal incentives; deductions for Finor, Fiset, EMBRAER [Brazilian 
Aeronautics Company] and MOBRAL [Brazilian Literacy Movement], more than 
25 percent. 


There were 121 billion cruzeiros in credit and fiscal subsidies for 
agriculture, exports, some regions of the country, plus some benefitted 
sectors, in the Brazilian economy in 1977. This ‘+ a sum, which at current 
prices represents nearly 200 b.llion cruzeiros. Here lies the question: 
Was that contribution really essential to the development of the country? 
To what degree did the fiscal and credit incentives contribute to 
accelerate exports, make Brazilian products competitive on the foreign 
market, and reduce regional inequalities? 


From 1962 until the end of last year, the incentives on income taxes 

took 239 billion cruzeiros at 1978 prices to the Northeast. They were 
used for the implantation of 2,679 projects, which resulted in the creation 
of 306,000 direct jobs. For the Ministry of Interior and for SUDENE 
[Superintendency for Development of the Northeast] these figures show the 
effort to *+ sorthwhile, although they acknowledge that the creation of 
6,00 new jobs in 16 years in a region with a high birth rate (2.8 


percent), and with an economically active population of 10 million people, 
is af almost insignificant iigure, 


Exports are the Alternative 


Before even quantifying tte advantages of fiscal incentives as accelerators 
of the growth in exoorts, the government decided on their gradual elisina- 
tion from January 1979 to October 1983, pressured by the complaints of 
several countries, particularly the United States, who identified the 
granting of subsidies as an additional advantage in price competition. 


5 











Thus, in the area of an exchange policy, it was decided to accelerate 

the minidevaluations by nearly 4.5 percent per year through an "extra 
devaluation” of approximately 1.1 percent each quarter so as to accumulate 
a super devaluation of around 25 percent by the third quarter of 1983. 

The forecast for the present year is of around 6 percent, which will be 
obtained within the framework of the present criteria of adjusting to 
parity with the American dollar in terms of the changes in domestic and 
foreign prices, through which measure an attempt to maintain the pur- 
chasing power of the cruzeiro will be made. 


In compensation, Decree-Law No 1,658/79 decreed a progressive decrease 

in the IPI premium credit, with the elimination of five percentage 

points of the subsidy for each quarter which passes until 1983. The de- 
crease for 1979 will be 30 percent. The reduction in fiscal IPI credit 
should, therefore, be compensated for by increasing exchange devaluations 
for the products with a premium credit equivalent to 28 percent. As a 
result, products with higher subsidies will have some loss, while exports 
with fiscal incentives below 28 percent will have some additional gain. 


The offensive aimed at the elimination of subsidies will continue from 
now on, affecting a sensitive sector: agricultural credit. Because it 
is a matter of a government priority, the main proponent of this reduction, 
Minister of Finance Karlos Rischbieter, intends to negotiate together 
with the Monetary Council and the entities which enfold the agricultural 
producers for a formula by which the subsidized rates of interest would 
be movable, maintaining a stable difference by comparison with those 
existing in the market but changing with them. The purpose is that of 
also sharing the onus of inflation with the agricultural sector and 
discouraging demands for credit, particularly for investments, which are 
much higher than the availabilities of the monetary budget. 


Obviously, this measure would be complemented with another, also under 
study in Monetary Council circles and which has the support of the new 
minister of planning, Delfim Neto, whereby schedules of the interest 
rates on the market would be established, promoting readjustments in the 
rates in terms of the trends of inflation. That scheduling would at the 
same time allow a reduction in the cost of money for the farmers without 
increasing government spending in subsidies. 


Regions Development 


With respect to personal income tax incentives for regional development, 

for the PIN and PROTERRA [National Integration Program and Land Distribution 
and Agricultural and Livestock Incentive Program for the Northeast and 
North], which this year will consume more than 30 billion cruceiros from 
the national budget, the effort unleashed by the Federal Government through 
the Ministry of Interior and the state governments, is aimed at increasing 
these contributions, consicered essential for the promotion of the 

di velopment process, particularly in the Northeast. 
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This is so to such an extent that Minister of Interior Mario Andreazza 
decided to increase the resources of FINOR, establishing that as of next 
year mixed economy companies and federal public companies will be author- 
ized to invest 100 percent of the income tax deductions in FINOR and 
FINAM [expansion unknown] and not just 50 percent as they are now 
authorized. 


According to Andrezza, it is also the intent‘. of the government to 
gradually reduce the number of fiscal incent/‘:‘es destined for the PIN 

and PROTERRA from the present level of 50 percent tc 30 percent, with 

the reduction being initiated in the next fiscal year. The idea, according 
to Andreazza, is to gradually transfer the allocations for the PIN and 
PROTERRA to the national budget “without prejudice to the programs which 
benefit from them and with an overall increase in the resources destined 
for FINOR and FINAM.” 


The minister of interior also wants to change Decree-Law 1,376 dated 
December 1974, which created the regional funds "in such a fashion that 
a better distribution of the resources of the fiscal incentives among 
various investment funds may be achieved, with priority for the regions 
of lesser relative development such as the Northeast.” 


It is a matter of correcting a distortion, which for a long time has been 
a reason for charges by the Northeast legislators in Congress that funds 
for sectoral investments, particularly in reforestation, are taking 
increasingly large slices of the income tax. In fact, in December 1976, 
2.8 billion cruzeiros were transferred from income tax revenues to FINOR, 
compared to 1.9 billion for reforestation. The following year, the ratio 
was 4.1 billion cruzeiros for the former and 3.2 billion for the latter, 
but last vear FINOR obtained 5.4 billion compared to 5.8 billion for 
sectoral funds, including 5.4 billion for reforestation alone. 


Andreazza maintains that “those measures for strengthening FINOR should 

be accompanied by a clear definition of investment priorities in the 
Northeast Region, particularly in that which affects industrialization 

and agroindustry, so that all the state may share in their benefits 

and so that the population of the interior will receive a vigorous boost 

in their efi:rts at development." That definition of priorities should 
also take into <onsideration intraregional inequalities, resulting by 

the allocation of greater amounts of resources to the more developed 
states, which contributes to the creation of two Northeast regions 

within a whole. According to figures of the SUDENE itself, Bahia 

received 20.9 billion cruzeiros in the industrial sector between 1965 

and 1978, while in the same period Piaui vas given only 908 million. 
Resources originally destined for small and medium investments for develop- 
ing an agroindustry in the Northeast were sidetracked and spent on 
projects of the petrochemical complex of Camacari, which normally should 

be financed with specific resources, as harpened with similar installations 
in the Southeast, a distortiun which the ainister of interior promised 

to correct henceforth. 
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Review vf incentives 


In the Secretariat of Planning it is admitted that technical studies 

being carried out on the effects of fiscal incentives in their respective 
areas will certainly lead to a review in the operation of those mechanisms 
for the purpose of reducing their impact on the fiscal budget and to de- 
fine a proper relationship between costs and profits. 


One of the measures which preceded the review was the transfer of the 
allocations of credit subsidies from the monetary budget to the fiscal 
budget, which will take place as of 1980. The decision was made by the 
then minister of planning, Mario Simonsen, after confirming that the 
accelerated growth of expenditures because of high inflationary rates 
represented an element which refueled inflation to the degree that it 
represented an enormous portion of the monetary supply. 


Taking an expenditure of 81.7 billion cruzeiros in credit subsidies i: 
1977 as a base, Ministry of Planning experts concluded that the amount 
represented 48.9 percent of the money supply in December of that year 
(166.8 billion cruzeiros); 33.6 percent of treasury receipts (242.9 
billion), and 145.6 percent of the increase in the money supply by 
comparison with the previous year (56.1 billion). In turn, the fiscal 
incentives, which in 1977 totaled 39.3 billion cruzeiros, represented 
16.2 percent of treasury receipts and a 70 percent increase in the money 
supply. Subsidies to agriculture and livestock production alone repre- 
sented 29 percent of the moeny supply and 20 percent of the Treasury 
receipts in the year in question. 


That pressure on the money supply is making it difficult to control 
its increase, something which is essential for a proper execution of 
the monetary policy of the country, and is encouraging the imposition 
of an “inflationary tax," which means the obtaining of government 
revenues through inflation, financing its spending by issuing supplies 
of money. 


The authorities themselves admit that the increase in the money supply 
is the most attractive means for government financing of its activities 
because the short-term political cost is less than that of increasing 
taxes, and the financial cost is zero, whic’: is not the case with the 
issuance of public debt bonds. However, the effort to turm back the 
inflationary process led the then minister of planning to use the 
principle of a single budget, including in the fiscal budget all the 
obligations for which the country is responsible, even running the risk 
of having a budget with a deficit. 
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MAIN FISCAL INCENTIVES 


(estimates for 1979--in millions of cruzeiros) 


Tax on Finished Products (IPI) 
Export Incentives 


IPI Credit 
ICM Credit 


Domestic Market Incentives 


Credit for machinery and equipment 
Credit for iron and steel companies 
(95% of IPI) 


Income Tax (1R) 
Individual Persons 


Withholdings for application to shares, 
real estate, savings, etc. 


Fiscal incentives for investment 
(funds 157 and 880) 


Legal entities 


FINOR, FINAM, FISET, EMBRAER, MOBRAL, 
FUNRES 

National Integration Program (PIN) 
PROTERRA 

Programs for feeding workers and 

for training a labor force 

Monetary correction limited to 202% of 
National Development Bank financings 


General Total (IPI + IR) 
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14 ,600 
14,600 


6,000 


4, 0% 


2,300 


6 ,000 


20,340 
12 ,580 
8,380 
1,000 


3,200 


29,200 


10 ,800 


45,500 





40 ,000 


53,800 


93,800 














Comparison of Nominal Subsidies for Sectors 
Exporting Products Requiring the Addition 


of Components 

Exporte Subsidy per 100 Cr 
Sector Cr x 10° Fiscal Credit Total 
Manufacturing of 
tractors and highway 
machinery 322 22.99 13.54 36.53 
Manufacture of trucks 
and buses 817 26.00 9.74 35.74 
Manufacture of 
industrial machinery 
and equipment 644 20.95 13.51 34.46 
Manufacturing of 
automobiles 1,006 26.00 8.40 34.40 
Shipbuilding In- 
dust ry 37 24.51 5.90 29.41 
Manufacturing of 
machinery and 
equipment for 
agriculture 113 16.84 10.93 27.77 
Source: A.C. Pastore, J.A. Savasini, H. Kume, J. Rosa, “Analysis of 


the Promotion of Exports With the View of Effective Protection,” Foreign 


Trade Study Center Foundation, Rio de Janeiro, 1977. 
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BRAZIL 





NEAR-ACCORD ON OIL PROSPECTING SEEN IN SAO PAULO 
Sao Paulo VISAO in Portuguese 3 Sep 79 p 23 


[Text] Apparently Governor Paulo Salim Maluf won another round in the 
struggle he is waging for seeking petroleum in Sao Paulo. Negotiations 
between the parties--on one side is PETROBRAS [Brazilian Petroleum 
Corporation], which has a state monopoly, on the other, is a consortium 
consisting of the Technological Research Institute (IPT) of Sao Paulo 
University and the Sao Paulo Power Company (CESP)--, which had reached 
an impasse, are beginning to be discussed. 


In the first meeting between PETROBRAS and the representatives of the 
consortium, the state corporation offered a risk contract similar to those 
signed with multinational corporations. In the second meeting, the IPT- 
CESP brought their own contract draft calling for special remuneration 

and a period of time for choosing the blocks (10,000 meters square each) 
where they would do their prospecting. For strange reasons, since the 
mission of the corporation is to find oil, PETROBRAS did not accept the 
conditions, although it was going to lose nothing (expenses would all be 
borne by the consortium). Worse yet, it returned to the third meeting 
with the same risk contract already offered, and, as it was learned behind 
the scenes, its representatives allegedly insisted that the consortium 
"correct" its proposal, 


All the details are not yet known, but the ill will of the all-powerful 
PETROBRAS was broken, perhaps in the federal area, in the 12-day intervai 
between the third and fourth meetings. And negotiations moved toward 

an exploration contract with special clauses which foresee the granting 

of technical information on the area by PETROBRAS, the establishment of 

a time period for the consortium to select the prospecting blocks after 

it receives that information, mineral rights (any mineral found will 
belong to the consortium), and a special remuneration in case petroleum is 
found. In ordinery risk contracts, remuneration for the prospector is made 
through the payment of expenses plus a third of the production obtained. 
In the contract to be signed, the IPT-~CESP consortium will be the only 

one responsible for expenses. 


The contract has not been signed, and although negotiations are now under 
way, it is possible that new “impasses" will be created by PETROBRAS. 
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BRAZIL 


PROVISIONS OF NEW LAND TAX BILL DISCUSSED 
Changes in ITR 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 20 Oct 79 p 22 


[Text] Brasilia--The president of the INCRA [National Land Reform and 
Settlement Institute], Paulo Yokota, has stated that the draft law proposing 
the reorganization of the Rural Territorial Tax (ITR) sent to the National 
Congress yesterday will resuit in an increase in the tax for only 20 percent 
of the current owners of surveyed rural property, enabling the number of 
exemptions to go from 900,000 t« 2,100,000 owners. The mechanism which 
graduates the tax as a function of the degree to which the land is used 

was organized in such a way that by 1985, a 14 percent tax will be paid on 
unproductive land, calculated on the value of the bare land. Five years 
later, if the situation remains unchanged, the quota will have been increased 
to 70 percent. 


However, to reassure large laadcwners, Paulo Yokota explained that “the 
requirement that the land be ased does not mean that the owner will have to 
exploit the entire property area. To avoid the progressive tax, it will 
suffice to exploit between 10 and 30 percent of the area, depending on the 
municipality in which the property is located. In the municipalities in 
which the tax moduls is larger than 80 hectares, for example, it will suffice 
to exploit only 10 percent of the area. In addition, the rural property 
owner who drafts a plan for farm development will have the right to a period 
of delay of three years. 


Interior 


The new system, a.cording to Yokota, will benefit the municipalities in the 

interior, where agriculture is the main source of income, above all, because 
it will increase the taxes collected throughout the country by 128 percent. 

Even so, he stressed, the role pliyed by the ITR in average municipal income 
is very small, Its quota, which at current values represer’s billing for 


the country as a whole of a little over 400 million cr:zeitls. will be 
increased to 1,200,000 cruzeiros. But Yokota belie*«. that this will make 


it possible for some municipalities to invest a little more in he building 
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of neighborhood roads and in addition that it will allow the municipalities 
at least to cover the expenditures of the military recruiting posts to the 
miintenance of which they are committed. 


The new LTR system will be applied on the basis of fiscal modules, expressed 
in hectares. There will be one module for each municipality, defined as a 
function of the nature of the agricultural operation (vegetable-grain, 
perennial crops, annual crops, forestry and livestock breeding) and their 
locations. The tax module established for Conceicao do Araguaia, in Para, 

for example, is 80 hectares, while that for Ribierao Preto, in Sao Paulo, 

is 10 hectares. These modules can be reviewed at the discretion of the INCRA. 
According to the present system, the rural modules are established for each 
type of farm exploitation and by municipalities (that is to say, each 
municipality can have up to five modules). 


The progressive increase in the tax, according to Paulo Yokota, will affect 
small and large unproductive properties in the same way, so that in regions 
near the large consumer centers, only the highly productive owners using 
intensive technology will survive. 


There are 940,100 properties in the l-to-10 tax module category, of which 
23,100 will be exempt and 543,800 will pay less than they presently do. The 
balance (373,200) will pay a higher tax. There are 93,710 properties in the 
i0-to-50 module category. Of these, tax payments « .1i be lower for 7,940 and 
higher for 85,770. In the 50-to-100 tax module category there are 7,960 
properties, 400 of which will pay lower taxes and 7,560 higher taxes. In the 
category of more than 100 modules there are 4,330 properties, on 330 of which 
there wil! be a reduction, with an increase for 3,970. 


Paulo Yokota explained that in proposing the new ITR system, the government 
was not concerned with increasing federal income. The preof of this is that 

if the present situation continues, the tax payments to the INCRA will 
represent a 10.9 percent reduction in income and census tax income will drop 
by 32.5 percent. The only beneficiary will be the municipalities, exclusively. 
Income from the trade union assessment tax will remain unchanged. 


Time Period 


The executive branch message to the National Congress was submitted on an 
urgent basis, which means that the draft law will have to be assessed by 

the legislators within a period of 4° days. the National Congress is at 
present almost entirely involved in discussions about party reform, some of 
the advisers to the minister of agriculture admi. that approval by expiration 
of the time allotted is a possibility which cannot be excluded. 


"it is necessary to realize," they say, “that the constitution gives the 
executive branch the right to legislate on tax matters. Thus, if tn vwpinion 
of the National Congress were not desired, it would suffice to promulgate a 
decree law. The only explanation for the dispatch of the executive message, 
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practically simultaneous with the draft party reform, is the need to have 
the law approved before the year ends. A constitutional provision rules 
that a new tax can only be applied the year after its approval.” 


Payment 


The rural owners in the states of Sao Paulo, Rio de Janeiro, Parana, Santa 
Catarina, Rio Grande do Sul, Minas Gerais, Mato Grosse do Sul and Acre, 

and territories of Rondonia, Amapa and Roraima, will have to collect the 
rural territorial property tax, the land survey service tax, and the rural 
trade union and semi-fiscal assessment for the 1979 tax year prior to 

3% November. A notification to taxpayers concerning the payment of these 
taxes ~ublished by the INCRA in the DIARIO OFICIAL DA UNIAO dated yesterday 
warns tnat payment of taxes beyond that date will be subject to the legal 
penalties for which the law provides. Payment must be made to the municipal 
prefectures in the states and territories listed in the announcement. 





Shortcomings in Land Statutes 
Sao Paulo 0 ESTADO DE SAO PAULO in Portuguese20 Oct 79 p 22 
[Text] The following is the text of the draft law: 
“Esteemed president of the republic: 


I have the honor of submitting for your evaluation the appended draft law 
amending Articles 49 and 50 of Law Number 4504 of 30 November 1964 (Land 

Statutes) and subsequent legislation pertaining to the taxation of rural 

property. 


While the tax on rural territorial property, in its present concept, seeks 
to take into account all the normative principles set forth in the land 
statutes, and has undeniable merit in the formulation of its goals, it is 
necessary to point out some shortcomings revealed in the course of its 
actual implementation. Among these I would stress: 


a) The complexity of calculating the tax. 


The establishment of the amount of tax to be paid in this fashion, which is 
the result of operations involving hundreds of economic and social factors 
on the rural property level, not only prevents the taxpayer from having a 
full understanding of his ta:. obligations, an elementary right of the 
citizen, but also makes the tax auditing activities difficult if not 

imp ssible; 


b) The present tax rate levels are extremely low, particularly those per- 
taining to proper*. «s with an insignificant Level of economic use. Thus the 
fiscal tool has shown itself to be incapable of encouraging better use of 
the land; 
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c) Limited influence of the tax in altering socioeconomic relations in 
Brazilian agriculture; 


d) Frequently small holdings are more heavily taxed than large estates, and 
for a given area, the tax burden of the more efficient farmer may be higher 
than that of the less efficient one. 


With a view to correcting the shortcomings listed above, | have drafted the 
oroposed Law reorganizing the tax mentioned which 1 am now submitting to 
your excellency for study. Along with this reorganization, the draft law 
calls for the expansion or establishment of exemptions from the other taxes 
under the jurisdiction of the INCRA. 


The proposal is the result of a search for a simplified tax system making it 
possible to reduce the tax burden on properties suitably exploited, while 
providing adequate tax treatment for relatively unexploited properties. This 
orientation is designed to be consistent with the guidelines of your govern- 
ment, in that it rewards productive effort in agriculture and imposes 4 
burden on those taxpayers who maintain idle properties with a view to protiting 
from speculative gains on the basis of increased value of the land. This 
increase has occurred in the majority of the states of the federation to a 
great extent as the result of the tremendous work done by Brazilian farmers, 
and it should not become a source of income for those who have not engaged 

in productive agricultural activity. The speculative development of the land 
market, if not disciplined, could become a serious hadrance to the agri- 
cultural development of the country. 


The proposals included in the draft project are based on detailed statistical 
analyses made of the data and information available from the files of the INCRA. 


Thus, for example, out of a total of 5,000,000 properties surveyed, the number 
of «xemptions which is currently about 900,000 will be increased to approxi- 
mately 2,000,000 properties, with the proposed system. It should be stressed 
that this large number of exemptions which would be established is focused 

in the category of properties with up to 25 hectares. 


Apart trom the increase in the number of exempt properties, it i interesting 
to note that the table of rates submitted for your study calls f- a more 
marked graduation of the tax as a function of the size of the pr. ty than 
is presently in effect. 


it can be seen that the present tax quota may reach a higher limit based on 
the proposal. However practice has shown that the taxes on the large proper- 
ties fall short of half of that limit. Computer simulations mad: show that 
there will be a consistent redistribution of the tax burden to the benefit 

of the small and average properties, p-ovided they are propertly exploited. 


lt is important to stress that the simulations also reflect a change in the 
structure of the tax collections made by the INCRA to the benefit of the 
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municipslities. As the text of the draft law shows, there will be a 
reduction in the sums collected from the land survey service tax and the 
INCRA assessment, and an increase in the sums collected from the rvral 
territorial tax. 


The heading of Article 49 of the Land Statutes concerning the general norgs 
fur establishing the tax has been reworded. The paragraphs in this article, 
in dealing with matters of an administrative nature or pertaining to the 
taxpayers, merely propose some changes in the existing text with a view 
to ensuring a better adaptation to present tax administration conditions. 


An amendment to Article 50 of the Land Statutes is also proposed, main- 
taining the value of the bare land as declared by the owner, if not challenged 
by the competent body, as the tax base. The tax quotas vary on a progressive 
basis as a function of the size of the property, and to this end the concept 
of the tax module is established, to make it possible to simplify the tax 


structure. 


On this basis, with the tax module defined as a unit of measure to be 
expressed in hectares on the mun.ci,il level, it is recognized that for 

tax purposes the concept of small, average and large properties cannot be 
established on a universal basis, given the different standards of technology 
and ecological peculiarities of the various regions of Brazil. 


fo establish the dimensions of the property and as a result the tax quota, 
the concept of usable area is retained. In this way, 4 greater degree of 
tax equity is sought, taking the mentioned regional peculiarities into 
account, and also, the need to promote preservation of the aforested and 
retorested areas as native resources. 


As a tool for encouraging the intensive and rational use of the land, an 
effort was made to take two additional factors into account in establishing 
the final tax burden: the degree to which the land is used and the level 
of efficiency in its exploitation. These factors make possible a tax 
reduction of about 90 percent, thus guaranteeing small and average farm 
properties in our country which are rationally exploited somewhat symbol {1/, 
tax treatment. 


The rules which will govern this reduction are set forth in Paragraph 5 of 
this article, while Paragraph 7 provides for the possibility of changing 
their structure, consistent with possible changes in emphasis in the farm 
policy and regional peculiarities. It should be added that this tax re- 
duction will only benefit those taxpayers who, on the date it becomes 
effective, show no debts for previous tax periods, this reservation being 
set forth in Paragraph 6. 


The draft law provides that the tax will not apply to properties with 
dimensions equal to «: iess than one tax module, provided the owner cultivates 
it alone or with his family, with allowance for the possible use of third 
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parties, and wther rural properties may be owned provided the total o! the 
areas of these properties does not exceed one tax module. This provision 
will lead to the expansion of the number of rural properties exempt from 
taxes on the basis of the provisions included in the constitution (Article 
Zi, Paragraph 6). 


Paragraphs 9 and following of this article, which make the tax burden 
progressive in terms of time for relatively unexploited properties, merit 
mention. These provisions are designed to reduce the level of speculation 
in cural properties. Moreover, provisions are maintained for the suspension 
of this rule when the taxpayer, by means of proposals, demonstrates the 
intention to exploit the rural property properly. 


The draft project further provides, in Paragraph 8, that in the event of 
bad weather or catastrophe, the data for the preceding tax period can be 
used fur the calculation of the reductions for which Paragraph 5 provides, 
and also that the minister of agriculture can establish the percentages of 
reduction of «2 general nature. 


Article 2 of the draft law proposes that the land survey service tax for 
which Article 5 of Decree Law Number 57 of 18 November 1966 provides wili 
only be collected on properties exempt from the tax in specific cases of 
updated land surveys. This is designed to ensure that the collection of this 
tax will be redistributed on the same terms as the rural territorial tax, 

and also to achieve the goal of debureaucratizing tax collection. 


Article 3 seeks to expand exemptions from the INCRA assessment, which is 
currently Limited to rural properties with dimensions equal to or less than 
wae module, or those classified as rural enterprises. With this measure, 

an effort is being made to reduce the tax burden on average-sized properties, 
benefiting about 500,000 taxpayers. 


Finally, Article 4 calls for authorization so that the INCRA can establish 
an incentive bonus to rural producers ir various regions of the country 
such as to encourage the use of the land under conditions guaranteeing 
fulfillment of its social functions. 


The amendments proposed as a whole are designed to lead to an improvement 

in the agrarian structure, an increase in the land resources available to 
agriculture, and the @ore intensive and rational use of the land, always in 
the sense of increased agricultural production and productivity, which is a 
condition basic to the improvement of the standard of living of the Brazilian 


people. 


Under the present circumstances, given the urgency of the matter, 1 would 
ask you to inform the National Congress of your opinion within the period 
provided in Paragraph 2 of Article 51 of the federal constitution. 
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May | take this opportunity to express to your excellency ay most respectful 
greet ings. 


Angelo Amaury jstabile, sinister of agriculture.” 
Text of Oraft Law 
Sac Paulo 0 ESTADO DE SAO PAULO in Portuguese 20 Oct 79 p 22 


[Text]! The provisions of Articles 49 and 50 of Law Number 45046 of 
WO Nowember 1964 (Land Statutes) are amended and other provisions set 
torth. 





The president of the republic announces that the National Congress decrees 
and he has appreved the following lew: 


Article i. Articles 49 and 5O of Law Number 4594 of 30 November 1964 
{Land Statutes) will now read as follows: 


Article 49. The general norms for the establishment of the tax on rural 
territorial property will be governed by progressive and regressive criteria, 
taking the following factors into account: 


Il. The value of the bare land; 
ll. The area of the rural property; 


lll. The extent to which the land is used for crops, livestock and forest 
exploitation; 


iV. The lewel of efficiency achieved in the various operations; and 


Vv. The total area of all of the rural properties in the country in the 
possession of a single owner. 


|. The factors mentioned in this article will be established on the basis 

of the data provided by the owners, holders in useful ownership or possessors, 
by whatever right, of rural property, required to provide land survey 
declarations, within the period and in accordance with the norms established 
by the regulations governing this law. 


2. The body responsible for imposing the tax can investigate and revise the 
declarations provided by owners, holders in useful possession or possessore 
by whatever right of rural property, undertaking investigations in loco if 
necessary. 


3. The declarations for which the first paragraph provides will be submitted 
on the full responsibility of the owners, holders iu useful possession or 
pessessors, by whatever right, of rural property, and in the event of fraud 











cr bad faith, they will be required t+ pay double the tax amount cue, in 
xdd:tion to fines and expenditures resulting from the necessary verification. 
he body responsible for imposing the tax, in the event of the failure of 
the owners, holders ia useful possession, or possessors, by whatever right, 

rural property, to previde survey declarations, to impose the tax using 
indicatory data, in addition to collecting the fines and expenditures in- 
volved in obtaining that data. 


Article SO For the calculation of the tax, the quota corresponding to tt 
number of tax modules on the property, according to the following table, 
will be applied to the value of the bare land set forth in the survey 
declaration, if not challenged by the competent body: 


Number of Tax Modules Quota 
Less than 2 0.24 
From 2 to j 0. Sa 
rom 3} to & 0.47 
Prom 4 tt“ 5 0.5% 
rom 5 to 6 0.62 
Prom 6 to 7 0.7% 
From / to 8 0.87 
From 8 to 9 0.9% 
From 9 to 10 1.07 
from 10 to 15 L.2a 
From 15 to 20 1.42 
Prom 20 to 25 1.62 
From 25 to W 1.82 
Prom W to 35 2.0% 
from J5 to 60 2.2% 
from 460 to 50 2.44 
from 50 to 60 2.6% 
From 60 to 70 2.87% 
rrom 70 to 80 3.02 
Fron & to 9O 3.2% 
rom 90 to 100 3.42 
More than 100 4.5% 


The tax will not be imposed on rural properties or complexes of rural 
properties of an area equal to or less than one tax module, provided that 
the owner, bolder in useful possession or possessor, by whatever right, 

ulitivates it alone or with his family, the possible assistance of taird 
parties being allowed. 


The tax module for each municipality, expressed in hectares, will be 
esteblished, taking the following factors into account: 


1) The type of exploitation predominating in the municipality: 
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I. Vegetables-fruits-grains; 

[l. Perennial crops; 

III. Annual crops; 

IV. Livestock breeding; 

V. Forestry; 

b) The yield obtained from the predominant type of exploitation; 


c) Other types of exploitation existing in the municipality which, although 
not predominant, are important in terms of income or area used; and 


d) The concept of "family ownership," as defined in Item II of Article 4 
of this law. 


3. The number of tax modules for each rural property will be obtained by 
dividing the total usable area by the tax module for the municipality. 


4, For the purposes of this law, the usable area for rural property will be 
that on which crop raising, livestock breeding, or forestry exploitation is 
possible. The following will be regarded as unusable: 


a) The area occupied by improvements; 


b) The area occupied by stands of trees or brush now being permanently 
preserved or reforested with native varieties; and 


c) The area proven to be useless for any crop raising, livestock breeding 
or forestry exploitation. 


>. The tax calculated as described at the beginning of this article may be 
subject to a reduction of up to 90 percent, by way of tax incentives, 
depending on the degree of economic use of the rural property, as follows: 


a) Reduction of up to 45 percent on the extent of the use of the land, 
measured by the ratio between the total usable area and the total area in 
use on the rural property; 


»* Reduction of up to 45 percent based on the level of efficiency in 
exploitation, measured by the ratio between the yield obtained per hectare 
for each product and the corresponding regional indices established by the 
executive branch, and multiplied by the extent of the use of the land to 
which the preceding paragraph refers. 





6. The reduction of the tax with which Paragraph 5 of this article deals 
will not be applicable to properties which, as of the date of the 
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implementation of this law, have unpaid taxes for preceding fiscal periods, 
with the exception of the situation set forth in Article 151 of the national 
tax code. 


7, The executive branch can, within the maximal limit of 90 percent, amend 
the percentage distribution for which Sections a and b of Paragraph 5 of 
this article provide, adapting it to the farm policy adopted for the various 
regions in the country. 


8. In the event of bad weather or catastrophe destroying the harvest or 

even pasture land, data for the period preceding that of the catastrophe 

can be used for calculating the reduction for which Sections a and b of 
Paragraph 5 of this article provide, aiid the minister of agriculture can also 
establish the percentages of tax reduction to be used. 

9. For rural properties showing a degree of use of the land, calculated as 
described in Section a of Paragraph 5 of this article, which is lower than 


the limit set in Paragraph 11, the quota to be imposed will be multiplied 
by the following coefficients: 


a) 2.0 (two) for the first year; 
b) 3.0 (three) for the second year; and 
c) 4.0 (four) for the third and following years. 


10. In any case, the application of the provisions of Paragraph 9 wi’l not 
result in quotas lower than: 


a) Two percent for the first year; 

b) Three percent for the second year; and 

c) Four percent for the third and following years. 

ll. The limits to which Paragraph 9 refers are established on the basis 

of the size of the tax module for the municipality in which the rural property 


is located, as follows: 


Tax Module Area 
Lund Use Level 


Up to 25 hectares 30% 
25 to 50 hectares 25% 
50 to 80 hectares 18% 
More than 80 hectares 10% 


\2. The suspension of the application of Paragraphs 9, 10 and 11 of this 
article can he requested for a period of up to three years where farm projects 
are concerned. 
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Article 2. The land survey service tax for which Article 5 of Decree Law 
Number 57 of 18 November 1966 provides will not be applied to rural propety 
covered under Paragraph 6 of Article 21 of the federal constitution, and 

those not subject to imposition of the tax under the provisions of Paragraph 1 
of Article 50 of Law Number 4504 of 30 November 1964, with the new text pro- 
vided for this law, except in the cases of specific requests for updated 
surveys. 


Article 3. The assessment with which Article 5 of Decree Law Number 1146 
of 31 December 1970 deals will not be collected on rural properties of a 
size of up to three half-modules showing a level of land use equal or 
superior to 30 percent, calculated as described in Section a of Paragraph 5 
of Article 50 of Law Number 4504 of 30 November 1964, with the new text 
provided for that law. 


Article 4. The INCRA will be authorized to establish incentive bonuses for 
rural producers in different regions of the country for the various modes of 
exploitation, as a means of encouraging the rational and intensive use of 
the land and the fulfillment of its social function. 


Article 5. This law will become effective on 1 January 1980, and Article 
52 of Law Number 4504 of 30 November 1964 and other provisions contrary to 
it are hereby revoked." 


5157 
Cso: 3001 
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CHILE 


CARDINAL COMMENTS ON DEEPYNING CHURCH-STATE SPLIT 
Report on Difference. 
Santiago ERCILLA in Spanish 24 Oct 79 pp 10-12 
[Article by Blanca Arthur: "Hot Coals That Have Not Gone Out") 


[Text] The Chilean bishops undertook a trip to Rome about a month ago 
to meet with the pope. It was a difficult time: church-state rela- 
tions had reached a frigid point which confused and divided many 
Catholics. 


Today that split is far from being patched as Cardinal Silva Henriquez 
made clear when he stated, among other things, that he was leaving 
Chile "in a sad and difficult situation." New elements have added 

to those circumstances--the Lonquen case, Peasant Pastoral Mission, 
etc.--that motivated him then. These new elements can be defined as 
clearly divisive: the statements that Bishop Carlos Camus made for 
the magazine MENSAJE and the trend of the recent "Week for Jesus" 
organized by the Santiago church, 


There were those who could not believe what they read. The most vio- 
lent attack on the government in its 6 years came from Bishop Camus 
who, comparing it to the Popular Unity, stated that during the latter 
"there was not nearly the cruelty, murders, lies and violation of hu- 
man rights that there have been now." The nature of these and other 
concepts in the interview accentuated the polarization of positions 
on the church and aroused the wrath of different sectors that support 
the government. As one ardent observer told ERCILLA: "At least for- 
mer senator Fuentealba was put at the border in minutes," 


Contradictory Objectives 
In the search for “the civilization of love"--as its slogan states-- 


another sector of the church held the so-called "week for Jesus." 
An atmosphere of hatred of the present administration prevailed. 
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According to its schedule, Tuesday was set aside to reflect on the 
present situation of the worker. With that objective, there were dif- 
ferent activities in the different zones of the Santiago Archdiocese, 
Three union leaders participated in a forum presented to a group of 
youths at the Youth Pastoral Mission, one of the organizers of the 
event. 


After calling the present situation of the workers "grave," Juan Imi- 
lan, the leader of the FUT [expansion unknown] (a Marxist group), at- 
tacked the Labor Plan and exhorted the workers to organize themselves. 
He stated that several fronts of opposition to the regime have sprung 
up but "their actions are limited and have little political projec- 
tion." He said that there were many problems: "the effects of the 
dictatorship's repressive policy continue and there is fear of ar- 
rest and torture." The analysis of Juan Manuel Sepulveda from the 
Metallurgical Federation was similar; he issued a call to make the 
public aware of "the importance of the rights violated by the regime." 


Hector Cuevas, a construction representative, was more vehement. 
Without hesitating, he stated: "Everything that is said about the 
situation in which we live is inadequate--hunger, poverty, despair, 
degradation of man." Then he issued a call to “conquer the fear that 
the government has sown among the people" and to unite the workers 

in the fight. 


The youths also gave "a look at Chile" in a broader context in their 
search for that “civilization of love." On Wednesday when this topic 
was discussed, ERCILLA went to Santa Catalina Parish. This reporter 
was quite surprised when, upon arrival, she was given the document 
that was passed out to those attending: the agreements of the so- 
called "Group of 24." Her confusion was even greater when she was 
asked if she worked for the magazine HOY. 


Once inside, the atmosphere in which this meeting would be held was 
noted, The first to address the youths there was an Irish priest, 
DeBery Healy, advisor to the Youth Pastoral Mission in the eastern 
zone, He agreed with the bishops’ idea that Chile is a wounded fa- 
therland and indicated that the time had come to render homage to 
the fathers of the country. He subtly advised that this should be 
done, “not with monuments of stone and copper, but with a monument 
of struggle against social sins, injustice and poverty." 


Democracy in Chile was then analyzed from different angles: politi- 
cal, institutional, economic, cultural and social. The analysis 
that Bugenio Diaz, a member of the Group of 24, ma‘? of the first 
point was brief but meaningful. In his defense of democracy, which 
at the same time was an obvious attack on any other form of govern- 
ment, he stated that it was questioned today. 
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This occurs even in the name of Christianity although, he said, "the 
texts, encyclicals, documents and even the gospel all identify the 
democratic regime as the system for Christian coexistence." 


In an ironic tone, he asked: "Why be free and refuse to let others 
decide for us and then let some dictator decide for us?" He then re- 
called what someone said to a newspaper: "Let us make our own mis- 
takes." Causing the audience to laugh, he added: "Also the dicta- 
tor's response was eloquent." He was referring to Pinochet's comment 
on that same report. He stated that Chile wanted to be free in 1979 
as it was in 1810, 


This speaker as well as the others--who also showed their disagree- 
ment with the regime in their topics--exn:.rted the youths to raise 
their consciousness. All the activities during this "Week for Jesus" 
had this same keynote and culminated on Saturday with a pilgrimage 

to Maipu. There was encouragement from abroad since the cardinal 
sent them a cable in which he congratulated them and exhorted them 
not to falter in their fight. 


Importance of a Message 


This situation in which tensions have not abated can be understood as 
a projection of the climate before the bishops left for Rome. This 
explains the importance that they themselves gave to the meeting with 
Pope John Paul II: 


"We hope for what can always be expected from the Supreme Pontiff-- 
his teachings, his instructions that we are eager to receive," Mon- 
signor Francisco de Borja Valenzuela, chairman of the synod, stated 
upon leaving. 


liis hopes were fulfilled on Saturday, 13 October. The pope's speech 
was an inspiring message for all the Chilean bishops. He emphasized 
two aspects in referring to their present mission: evangelism and 
vocations. 


Alluding to their position as the apostles' successors in his refer- 
ence to the first aspect, he urged them to proclaim the message of 
Christ and to keep the presence of God alive in the world. He told 
them that the Lord did not want the proclamation directed exclusively 
to the intellect and pointed out that their mission was to follow in 
Christ's footsteps. He also said that they were not a symposium of 
experts, a parliament of politicians or a meeting of scientists or 
technicians but shepherds of the church whose work had to be dir- 
ected toward all men without exception. 


The part of his speech referring to vocations and training of future 
priests had a similar connotation. He told them that solid training 
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and subsequent development in their priestly work were more important 
than a simple numerical increase in aspirants. He added that it was 
necessary that they be trained in the seminary to have such a clear 
awareness of their specific mission that the temptation of efficacy 
would not lead them later to use methods opposed to the gospel, 
founded on purely human principles and oriented to merely temporal 
goals. 


He reminded them of the need for solid ecclesiology with the duty to 
proclaim liberation in the integral and profound sense from every- 
thing which oppresses man, especially sin. Finally, the pope called 
them to unity and pacification of souls. Within this context, he 
showed his gratitude for support for the cause of peace between Chile 
and Argentina. 


The reaction of the bishops is not yet known, It will be necessary 
to wait for their return to see if John Paul II's words lead to 
changes in direction in order to end the tension. 


In the same controversial interview, Bishop Camus said that disobe- 
dience of a papal directive would be a "tremendous betrayal that 
would make us lose our interior balance." However, when Bishop Ser- 
gio Contreras was asked his evaluation of the pope's words, he only 
responded that it was necessary to keep them in context. Could this 
be an indication that his words will be interpreted differently? 


Interview With Silva 
Santiago HOY in Spanish 3 Oct 79 pp 12-15 
/Interview with Cardinal Raul Silva Henriquez: "Difficult Relations") 


'Text|] What is going on between the Catholic Church and the govern- 
ment? One after another, signs have been accumulating since the con- 
flict began which reveal serious deterioration in relations, a crisis 
perhaps unprecedented in the history of Chile. This time the news- 
paper EL MERCURIO--whose editorials have included some harsh criti- 
cism of the church--agreed with the church, warning the government 
that the problems lie in political relations and even international 
relations. 


"Is it conceivable that Minister Cubillos can make an effort toward 
the cardinal and the bishops, similar to his efforts toward some 
European governments except for the obvious differences? Is it pos- 
sible to at least achieve respect for each other's positions?...The 
task of reconciliation which the cardinal repeatedly urges could 
perhaps be the subject of analysis in order to narrow the gap and 
create a zone of understanding and respect that could facilitate 
broader civic coexistence in the near future." 
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intil now, neither the government nor the Catholic Church had spoken 
through its top representatives. 


Refore leaving for Europe, Cardinal Raul Silva Henriquez answered 
some of the main questions that concern the public and once more re- 
peated the right of the church to speak out on political events which 
are related to morality, the common good and the rights of the citi- 
zens. He talked at length with HOY. 


[Question] In recent times, attacks on the Catholic Church have wor- 
sened and relations with the government and those who support it seem 
to have deteriorated. What is the real church-state situation at 
this time? 


‘Answer! The attacks have worsened and I do not believe that the si- 
tuation of the church and its relations with the government are good 
at this time. We must suffer. Our task has been to represent the 
existence of certain undeniable principles, the existence of certain 
rights that no one, not even the government, can violate in times of 
peace or war. We have not always been listened to and at times we 
have been badly interpreted. We have tried to act with prudence and 
charity. It is not our job 10 impose solutions: we exhort, we try 
to persuade, we implore. We indicate the road that seems to us to 
be the only one that leads to happiness, understanding and peace in 
our land. We are made to serve as God wants us to, to sacrifice our- 
selves for the good of others. We will continue doing this without 
animosity or prejudice toward anyone, whatever support we may find. 


‘Question}] The fact that the wives of the members of the junta did 
not attend the Te Deum on 18 September, as they had in previous years, 
revealed the existing tension. Did you receive any pressure not to 
give the complete homily? If so, why did you bow to that pressure? 
Why was the homily distributed by the archbishop 2 days later? 





‘Answer| I do not believe that I received any real pressure, Never- 
theless, it seemed to me that, given the circumstances, I had to try 
to say something that was not controversial to the governors and the 
diplomatic corps at the 18 September Te Deum, not because of what 
the homily stated and not because church doctrine is controversial 
in itself but because it could be badly interpreted given the cir- 
cumstances in which we live and the existing suspicions. I did not 
want to offend anyone or make the existing conflicts worse. On the 
contrary, we wanted to be men of peace and contribute to peace, 
Therefore, I only read the part of the homily that seemed less con- 
troversial, We made a sacrifice for the peace and understanding of 
Chileans and we are happy to have done it. 





[Question] What is the main cause of the deteriorsting church-state 
relations? Do you believe that it is only its defense of human 
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rights or is there some truth in the accusation that the church is 
meddling in politics? 


_Answer| We believe that the defense of hwaan rights has been one of 
the causes of the lack of understanding with the government. We also 
believe that the lack of an exact idea of what politics the church 
should not be involved in and what politics the church should be in- 
volved in affects that lack of understanding. The pope and we bishops 
have repeatedly stated that the church has the right to speak out on 
political events and that morality and the gospel of love must influ- 
ence the political actions of those governing. There is no political 
action exempt from the moral law. The church has been considered the 
safeguard of that moral law since its arrival to this land, There- 
fore, today as yesterday, it intervenes in political affairs inasmuch 
as these are related to morality, the common good and the rights of 
citizens, not to impose solutions or to make harsh criticisms but to 
indicate roads that are the only ones that will lead to peace and 
understanding among all Chileans. The church believes that this is 
its duty and it has exercised it from the beginning of its existence 
in Chile--while it was a colony and while it was a republic. 


[Question] The part of the homily that you did not read ended with 
the words the bishops said 6 years ago: "We trust in the prudence 
and patriotism of the Chileans, in the democratic tradition of the 
armed forces and in the promise of the members of the junta that in- 
stitutional normalcy will return very soon and continue on the road 
to progress and peace." Does this mean that you still have this 
same confidence? 


‘Answer! Yes, we believe that those words are as true today as yes- 
terday and we still have the same confidence. We want to have good 
relations with everyone, especially with the government, and we ask 
God that its actions be successful for the good of our fatherland. 


|Question] What is the reason the Te Deum was not broadcast like the 
rest of the Fiestas Patrias ceremonies since it has been an official 


national ceremony for 160 years? 


[Answer] The Te Deum stopped being broadcast to the country 3 years 
ago. This ceremony is unquestionably the most relevant official re- 
ligious act in Chile and, as you said, it has been held for 160 
years. This time the transmissions of our radio were also blocked 


and I do not know why. Wwe deeply regret this. 


[Question] One of the most frequent causes of friction in recent 
times has been the corpses of Lonquen, Because of the mass burial 
of the remains in a common grave without consulting the relatives, 
the Catholic Church said that "it not only raises its voice because 


98 

















human dignity has been deeply violated but because...once more the 
church of Santiago has not been heard.” What might be the next step 
in order to be heard? Do you believe that some day it will be heard? 


Answer) We truly want our voice to be heard, not just as an excep- 
tion. We believe that it is useful for national coexistence and for 
the good of the country that we be heard. We do not know what other 
steps to take, The only thing that we can say is that we will always 
be at the service of truth, justice and peace. 


[Question] The Catholic Church has been accused of promoting hunger 

strikes, In what sense have you personally supported this movement 

wreics admittedly also has a political aspect? Do you agree with the 
Office of Solidarity on these matters? 


Answer) The church has never promcuied nor will it promote hunger 
strikes. The persons directly affected by the unexplained disappear- 
ance of their relatives have resorted to this extreme. The church 
could not reject them, especially if they act nonviolently and re- 
spect the sacred nature of their bodies. We have helped them defend 
their rights through the Office of Solidarity. Only justice, truth 
and humanitarianism can produce peace in Chile. 


(Question) At the time of the last hunger strike, a group of priests, 
religious and even a bishop showed solidarity with a 24-hour fast. 
Do you believe that this solidarity is helpful for national peace? 


[Answer] The priests, living closely with the poor and abandoned, 
cannot ignore their afflictions. The action to which you refer was 
supposed to be an authentic religious act of prayer and fast inspired 
by the gospel and always done by the church to pray for the grace of 
conversion. 


|Question| What can the Ca *holic Church do to integrate those Catho- 
lics who call themselves “old-fashioned” and who violently oppose 
all the directives of the hierarchy? 


[Answer) We believe that the Catholics who violently oppose the hier- 
archical directives are not acting within the church, Respect for 
authority, dialog with equals and ability to listen and understand 
are distinctive signs of the church; therefore, we do not agree with 
them. However, we want to understand them, make our sincere, peace- 
ful, charitable voice reach them to make them see that the interests 
which we defend are not petty but the cause of our Lord. 


[Question] There are some who have insinuated that you might hold a 
different position than the clergy because you exhorted the clergy 
to abstain politically and showed some agreement with the president's 
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speech on 11 September which you called “well inspired." What is tie 
truth? 


Answer) I called the president's message well inspired because it 
seems to be obvious that the president honestly believes in the effi- 
cacy and goodness of the road undertaken. He honestly wants the best 
for Chile. This does not mean that I have the same ideas as the 
president of the republic. 


[Question] The strongest criticism is that the Catholic Church seems 
to be involved with leftists who have very clear objectives. Is that 
true? If so, why? 


‘Answer! The church transcends categories of leftist or rightist and 
seeks to serve man, to be a sign and safeguard of the value of the 
individual over his particular ideas or choices. It wants to serve 
as a liaison between what different people think, between parties 
that at times become rivals and adversaries. It would like to give 
each one his due; this is the virtue of justice which the church de- 
fends. The teaching of the Master is remembered well. He repri- 
manded two of his apostles who wanted fire to descend from the sky 
on those who opposed and hated Jesus Christ. He reprimanded and re- 
proached them for not knowing that they are of the spirit. God makes 
His rain fall on the good and the evil but the judgment of the good 
and evil in men has been reserved for Hin, 


[Question] The Catholic Church has been reproached for not being 
concerned with the young worker wounded by a bomb and for only being 
interested in the terrorists. What is the explanation for this? 


|‘Answer| The church has been concerned with all who suffer, espe- 
cially the most neglected, In this case, men of the church have been 
concerned with him; they have dealt with his family. The insistence 
of some sectors tiiat we have to be especially concerned with that 
case, as if we had not been, seems a little strange to me. Actually 
the church condemns every act of terrorism and in this case espe- 
cially condemns the persons who placed the bomb that caused the in- 
jury to this poor innocent man. Let God judge and punish the guilty. 


[Question] How do you explain the fact that a cable sent on the 
archbishop's telex by the executive secretary of the Office of Sol- 
idarity has been published in the newspaper LA TERCERA by Mr Alvaro 
Puga, accusing the church of having "the resources so that Chile 
continue to have a bad foreign image"? 


[Answer) I cannot explain it. The cable tried to help a delicate 
situation for a group of persons who were on a hunger strike. They 
did not count on us but there could have been irreparable harm. It 
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seems very strange to us that a private message would reach the pub- 
lic. Whoever is responsible, it is a flagrant violation of human 
rights that we all have and the church has the right to demand then 
for itself in a special way’. 


Question) Would you say that the church in general and you in parti- 
cular live under surveillance or do you continue to have the freedom 
of action and expression that you always had? 


fAnswer! We believe that the surveillance that we might live under is 
common to the surveillance that all Chileans live under at this time 
in history. We have some freedom of action and we can express our- 
selves with some limitations. 


‘Question] Isn‘t it true now, after 6 years of military government, 
that the church has become the most important force of opposition as 
your opponents have said so often? 


‘answer) The church is not in political opposition. It proclaims the 
gospel and denounces the situations that seem contrary to the salva- 
tion of Jesus Christ, seeking to cooperate so that situations improve. 


[Question] The Chilean Catholic Church will remain practically with- 
out bishops for almost a munth. Isn't this a delicate time for this 
to occur? What significance and what consequences will this group 
trip have in which the present situation of the national church will 
be reported? 


‘Answer! We bishops are attending a synod as other countries have 
done, The pope wants not only an idea of the activities of the 
church in each area but also an idea of the global situation of the 
church. Some bishops will remain here and our vicars in charge of 
directing the church will never be deserted. 


[Question] You are going as part of the conclave of cardinals convoked 
by Pope John Paul II. During the past 500 years, this has only been 
convened for important and crucial events. What is its objective? 


‘Answer}] The objective of this conclave, requested by the cardinals 
themselves after the election of the pope, is to exchange ideas with 
the Holy Father on the situation of the universal church. We want 
to listen to the Holy Father and we want the Holy Father tc listen 
to us. In my opinion, this conclave is not a juridical or liegisla- 
tive assembly but merely the meeting of the shepherds with Peter in 
order to listen to him and tell him our problems and our aspirations. 


(Question) who will direct the Santiago church in your absence? Isn't 


it too much responsibility to leave the church to the vicars? what 
role do they play? 
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Answer! The Santiago church is in the hands of our vicars. I have 
full confidence in them and I am certain that, during this month and 
a haif, they will know how to direct the church in the spirit of our 
Lord, in charity, love and understanding with all and a broad spirit 
of dialog. 


Dramatic Contrast Seen 
Santiago ERCILLA in Spanish 24 Oct 79 p 12 
‘Article by Jaime Guzman: "Contrast in the Church") 
Text! Recently many of us Chilean Catholics have seen evidence of a 
strono and dramatic contrast. On one side there is the depressing 


spectacle of some Chilean bishops and, on the other side, the life- 
giving 2«4¢ hope-giving attitude of Pope John Paul II. 





Concerni:.: the first aspect, we have witnessed the culmination of a 
process <° grssing public commitment of some Chilean bishops with 
very definite political ideas. There is hardly a subject on which 
they do not feel called upon to give their opinions. They certainly 
do not limit themselves to their legitimate right to set moral prin- 
ci,l%s in the social order or apply them to concrete situations in 
which they show that the consequences /necessarily come/ [in italics) 
from the moral principles upheld by the church. It is nothing like 
that. 


The church pronouncements on options which we Catholics have the le- 
gitimate right to disagree on, without violating moral or discipli- 
wary principles, are increasingly frequent. As if that were not 
enough, there is confirmed abuse of authority. One bishop believes 

it is appropriate to apply the words of Christ in that context: 
"Whoever hears you, hears Me. Whoever rejects you, rejects Me." 
Another tries to withhold the term "practicing Catholic" from those 

who disagree with his questionable political ideas. A third reaches 
the extreme of boldness by saying that he feels “endorsed by the pope." 


This Jast surpasses every known linit; it is Monsignor Carlos Camus. 
He assumes this "papal endorsement” in an interview in MENSAJE wnere 
he states that, of the publications presently sold on newsstands, 
"the only one with a certain pride and independence is the magazine 
HOY." He maintains that “what was attained by the agrarian refozrs 
is being lost now." He blames Catholic University for the "mortal 
sin" of "training the elite of a non-Christian regime." Assuming 
the representation of the other bishops, he states: "we feel de- 
ceived because we had blind ‘faith that these new forces (the Chilean 
armed forces) were different from the Central American tyrannies." 
Finally, he states that, in Allende's government, "thera was not 
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nearly the cruelty, murders, lies and violation of human rights that 
there have been now; they cannot be compared." 


Meanwhile, Pope John Paul II tours and touches the world. His yo-is 
do not shy from any moral definition, no matter how hard. Iu Puland 
he condemms all oppression of human dignity and religious freedon. 

In Ireland be lashes out at violence. In the United States he rejects 
the materialism that enslaves man through sensuality and material 
goods and reaffirms the teachings against abortion, euthanasia and 
artificial birth control. Bverywhere he demands faithfulness to tra- 
dition and to the teachings of the church, 


He knows that, like Christ, he is called to be a "sign of contradic<- 
tion" by the renunciations that the gospel demands from those who 

want to follow it. However, he never tries to extend that contradic- 
tion to fields in which Catholics can legitimately choose and dis-~ 
agree. His message is not compromised by any regime or political 
ideology. He does not try to impose any social model. He seeks 
scuwething more: to inundate the world and the souls in it with evan- 
gelical values so that, illuminated by these, men will make the right 
temporal choices. He is an evangelist, not a “reformer of structures." 


Thus his words dc not have frontiers and affect cousc'’ ces with un- 
equaled strength. The “sign of contradiction” is. at the same tine, 
a sign of ecclesiastical unity. It is not surpr’« oo that, with the 
Chilean bishops in Rome recently, His Holiness fei: .( was opportune 
to directly and publicly warn them: "your mission is to follow in 
the footsteps of Christ, the Good Shepherd. Do not act like a syn- 
posium of experts, a parliament of politicians or a meeting of scien- 
tists or technicians but shepherds of the church who must, as I re- 
called in the memorable meeting of Latin American bishops in Puebla, 
be teachers of the truth, constructive signs of unity and defenders 
and .romoters of human dignity." 


will certain Chilean bishops continue to invoke the alleged “endorse- 
ment of the pope" for their unfortunate and abusive incursions into 
politics? 


7717 
cso: 3010 
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CHILE 


FOREIGN MINISTER CUBILLOS INTERVIEWED ON TRIPS ABROAD 


Questioned by 'QUE PASA" 


Santiago QUE PASA in Spanish 27 Sep-3 Oct 79 pp 7-9 


[Interview with Foreign Minister Hernan Cubillos in Chile by Lillian 
Calm; date not given] 


[Text/ At noon on the 19th Foreign Minister Hernan Cubillos returned from 
his European trip to attend Armed Forces Day celebrations. On the morning 
of 1 October he will address the 34th Assembly of the United Nations in 
New York. He meets with us at the Foreign Ministry to brief us on his 
trip and on his mission to the United Nations which takes on added 
importances He will be meeting with important officials with whom he 
will not only exchange views on bilateral foreign relations but also on 
other problems of world wide interest. 


/Question/ What is your po2rsonal view of your trip to Europe? 


/Answer/ I was able to verify (not only at meetings with foreign relations 
ministers but also with a great number of officials) that Chile's relations 
with all the countries I visited are absolutely normal. I had no plans 

to negotiate or make any requests because we have nothing to request. We 
had no problems with any of those countries that would require negotiation. 


Guestion/ Did those you meet with indicate any concern over human rights 
in Chile 


/Answet/ Yes. 1 should point out that in all those countries there is 
always concern for human rights. I was glad that it was raised because it 
gave me an opportunity to explain Chile's position on this issue which we 
do not consider to be a problem. Their questions were very respectful 
since those countries carefully adhere to the principle of nonintervention. 
I was not pressured in any way nor treated incorrectly by them. In 
addition, it must be remembered that we are talking about countries with 
political governments. People who hold public posts are politicians and 
they are subject to pressures from the media, public opinion, their 
constituents and, finally, congressional inquiries. 
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[Quest ion/ To what degree do anti-Chilean government groups play a role 
in this throughout the world? - 


/Answer/ Anti-Chilean groups active in Europe still continue looking for 

ihe most current topicss The case of those who disappeared and the return 
of exiles. They understand that the former falls within what 1 call 
phantoms of the past. They were incidents that occurred during a perion 

in which Chile was nearly at war. What is more, the exchange of information 
served to put that problem in its proper perspective and into real terms 

as well as erase the myth that thousands upon thousands had disappeared as 
is currently being reported. There is a list containing the names of 618 
people and all the appropriate information has been supplied. 


The Subject of Allowing Exiles to Return 
/Question/ And what about allowing exiles to return? 


/A:swer/ This is a topic which is still current because politically it is 
popular to talk about their return and because the exiles move about freely 
abroad, shape opinion, demonstrate, create trouble and finally they take 
jobs away from nationals in other countries. It was also possible to 
explain very clearly Chile's position on this subject. Those who left 
Chile (only a few were expelled) did so shortly after the coup. We must 
assume that they had some feelings of guilt or fear since they took that 
step. For many years we were pressured by various governments to let 

them leave, so we let them go. The other group is composed of individuals 
who were on trial or had been sentenced and their sentences were commuted 
for exile. Today no one is in Chile against their will. Anyone who has 
wanted to leave has been able to do so. It is rather ironic that not long 
after their departure, other governments are expressing concern over 
whether they can return. Chile's position on this has been made very 
clear. Figures are also used a great deal. Mr Allana, for example, says 
that there are 1 million Chilean exiles. That is absurd. Those who are 
prohibited from returning number 9,000. To reach the 1 million figure, 
one has to include the large number of Chileans who have lived abroad for 
many years. We must remember that Chileans are great travelers and they 
are everywhere. We explain that we try to prevent the return of those 
whose political or terrorist activities can disrupt the nation, which is 
still in an emergency situation, during its period of recovery. We said 
that we use selective criteria to study each case and that this is a 
problem that we must learn to live with. 





/Question/ To what extent were the officials of those countries interested 
in Chile's position on the nonaligned nations? 


/Answer/ The subject of nonaligned nations was discussed in some areas and 
by different sectors. It is known that Chile was one of the main 
participants in this movement at the beginning and that today, since it 
does not have an expulsion mechanism, we in theory are still members 
although we are not invited to the meetings. But that was not part of our 
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discussion. Instead we spoke of the status of the nonaligned movement. 
Our analysis was quite similar in all countries. We discussed some 
positive aspects of the Havana meeting such as the efforts of some sectors 
to move the movement into the Soviet orbit. This served to awaken some 
countries that had not bevn alert to the danger of that move. We feel 
that that reaction is a positi — step and we believe that President Tito 
of Yugoslavia played a very important role in preventing a greater 
alignment than has already taken place. It is a matter of concern that 
Tito was the only one able to play that role. There is concern over what 
might happen one day if Tito is not around to play that role. There is 
also concern over the direction the movement might take under the leader=- 
ship of its current president, Fidel Castro. 


With Respect to the Pacific 


[Ques tion/ Was any concern expressed over the good relations between Chile 
and China? 


/Answer/ No. Everywhere great interest was shown in understanding our 
foreign policy focus on Asia and the Pacific Ocean. There is a great 

deal of understanding and these ties are looked upon favorably. They are 
aware that it involves an area which in the coming decades will play an 
important role. I1 believe that all countries are reviewing their position 
on the Pacific area in general. Everyone stresses the importance of the 
ASEAN, a regional group of nations. The fact that Chile has significant 
ties with those countries places us in the vanguard of a current interna- 
tional foreign policy movement, 


/Question/ And what about the Andean Pact? 


/Answer/ They are familiar with the Andean Pact and they know why Chile 
left. I repeat that it was for economic reasons. The crisis in Chile 

was sO severe that it was felt that the restrictions imposed by the Andean 
Pact on economic development would prevent us from ever overcoming our 
problems, The results have been good for us so that no one questicns 
Chile's sovereign decision. At the same time we have expressed our 
intention--and this is also understood by everyone--to rejoin the group 

if one day the economic policies of the Andean Pact are compatible with 
ours. 


/Question/ Why did you meet with political leaders only in the Federal 
Republic of Germany and not in the other countries? 


/Answer/ I met with political leaders in other countries too, but perhaps 
the meetings were not given the extensive coverage they received in the 
FRG. I met with anyone who wanted to see me either publicly or privately. 
In the FRG, for example, a great many were interested. The German 
political system is very open and truly very democratic (even though each 
has its own nuances). There was interest in finding out what I had to 
say and I listened very carefully to what they had to say. 
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/Quest ion/ What similarities and what differences did you notice during 
your trip to England, Spain, France and the FRG? 


/Answer/ I would prefer, for diplomatic reasons, not to point to the 
differences. Instead I would lik= to express my thanks for the cordial 
manner in which I was received everywhere... 


/Question/ Is support for Chile most evident in the business and trade 
sectors? 


/Answer/ I did not spend my time measuring support for Chile. Obviously 
in those countries where strong trade ties with Chile exist there is a 
greater sharing of interests. Nevertheless, we have important trade 
relations with all the countries I visited. While it is true that business 
and trade groups are preatly interested in Chile, political sectors are 
also interested. They know that Chile is an advanced and educated naticn 
and they are interested in current developments. Keeping our sense of 
perspective, we must remember that to them Chile is a small, far-away 
country. Neither must we believe that they are concerned about us. We 
are just another nation in a community of large nations. 


Near the llth 


/Question/ The fact that this trip was made close to 11 September has been 
criticized in Chile. Why was this date picked? Was it just a coincidence? 


/Answer/ I believe that we could call it a fortunate coincidence. I use 
the word fortunate because while some Europeans viewed the date as being 
provocative--because I was traveling shortly before 11 September and 
because it was a time when a boycott against Chile had been announced-- 
others forgot that we were also approaching 18 September, our independence 
day. One can always play with dates. The trip was planned for this time 
because I was able to fit my trip schedule into the schedules of the 
ministers I wished to meet with. There is no significance in this. 
Nevertheless, I say that perhaps it was a fortunate coincidence because it 
served to show that the demonstrations against my visit, despite the fact 
that the date would seem to give them some importance, were small and of 
little significance. it has been interesting for us to see this and I 
believe that it is a conclusion that other observers can reach. 


/Question/ Can you summarize your talks with the foreign ministers? What 
was the most interesting aspect? 


/Answer/ Obviously, during my long talks with the foreign ministers, we 
discussed many things that of necessity must be kept secret. In any case, 
I am confident that relations with all of those countries will continue 
to develop. 


(Question/ There has been much speculation over the eventual re-establish- 
ment of diplomatic relations with Great Britain with an exchange of 
ambassadors... 
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/Answer/ My visit to Great Britain was a private one. The British Foreign 
Minister was Kind enough to meet with me and we had a very interesting 
exchange. I did not go there to request that relations be re-established 
ner to discuss anything else. I feel that our talks served to clarify a 
few things which have lent themselves to misunderstandings in the past 

and I am confident that our relations with Great Britain--which today are 
pcod--will continue to expand and improve in all areas. 


(Question/ What do you think about your upcoming trip to the United Nations? 


/Answer/ The United Nations will provide a forum for expressing Chile's 
foreign policy position as has been done in the past. In addition, the 
occasion is used to meet with others. I have meetings scheduled with 
several foreign ministers and other leaders. 


"ERCILLA’ Interview - 


Santiago ERCILIA in Spanish 17 Oct 79 pp 15-18 


{interview with Foreign Minister licrnan Cubillos ‘an Chile by Blanca 
Arthur; date not given] 


[Text] Nothing depresses him Or at least that is the impression he gives. 
And it is not because Foreign Minister Hernan Cubillos has not had many 
difficulties to handle during the 14 years that he has conducted Chile's 
foreign policy. 


A man who has tasted success, he manages to use it to neutralize any 
Situation regardless of how difficult it is. That is why he can speak with 
equal ease about ties to the East, the success of his recent trips--to 
Europe and the United States--or about the consequences of the Letelier 
case and the situation with neighboring countries. In general, he can 
speak with ease about any of those topics which makes him a number one 
leader. 





As he lights one pipe after another and althougihe looks tired, he is 
still willing to answer our questions. He calmly answers each of the 
questions that is put to him. In the face of the most controversial ones, 
he takes pride in his use of subtle diplomcy --although he laughingly 
denies it--while at other times he finds an opportunity to repeat Chile's 
respect for those basic principles which should govern international 
coexistence. 


Aside from the formulas which Cubillos has used to avoid the most 
difficult concrete situations, the achievements of his 14 years are 
attributable to the setting aside of a highly ideological foreign policy 
which was characteristic of the early years of the present government. 

A more pragmatic approach is being used which he describes as adapting 
international strategy--with its immutable principles--to internal and 
external circumstances. 
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Neither Friends Nor Enemies 


/Q: ies Lion/ You said at one time that it was possible to pursue an 
ideologically firm policy domestically while following a pluralist one 
abroad, Could you explain the reason for doing this and how it is done? 





/Answer/ At home everyone is entitled to follow a specific ideological 
policy, a general policy which is best suited to ones own idiosyncracies, 
traditions since that is what one is familiar with. But when it is necessary 
to operate in such an interdependent world as ours, I believe that it is 

a Mistake to apply at that level ones own internal policy. What I was 

hoping to do or have tried to do is not to pursue an international policy 

by preaching, trying to provide an example or becoming anyone's model, 

but neither will we allow ourselves to be used as an experiment. 


/Question/ But at one time it was planned in exactly that way... Why the 
change? 


/Answer/ If a change has taken place, it is because of what I have been 
Saying: We have adapted our policy to reality and it is clear that the 
internal situation today is different from the emergency situation that 
existed initially. 


{Qu-stion] It is said that there is greater coordination between what is 
called the domestic front and the foreign front. Has that had any effect 
on your job? 


/Answer/ Of course that has been a great help. It is very useful. 


/Que sstion/ It has also been said that you are bothered by many measures 
that are adopted internally because they make your job more difficult. 


/Answer/ One of the characteristics of this government is that permanent 
team work makes us very powerful. That, of course, does not mean that we 
always agree, but that is human nature. But decisions are studied, weighed 
and action is coordinated. 


/Question/ At one time you indicated that one should not speak of friendly 
or enemy nations but rather of countries with common interests. What 
would attract Chile to other nations? 


/Answet] Actually, the criteria goes beyond friendship or enmity. We 

have more things in common with some nations than with others. It would 
not be very diplomatic of me to enumerate but I can mention broad areas. 
Latin America is culturally, geographically and by tradition closer to 
Chile. That is why it is always a priority area. We also have cultural 
and trade ties with Europe. And other routes are being open because 
present conditions open areas of common interest with Asia, Southeast Asia, 
Japan. The Pacific is the binding force here. We must consider that in 
general terms where trade ties exist there always are human ties. There 
are such examples as the United States, the FRG... 
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/Question/ If Chile has interests in vommon with them, then it would follow 
that they have interests in common with us. How can you explain that Chile 
has been the victim of a policy of isolation led by these and other 
countries? 


/Answer/ I totally reject the idea that Chile is isolated. 
/Question/ But you cannot deny that is has been ... 


/Answer/ There were other times which required other responses. I believe 
that the progress Chile has made in its domestic political and economic 
development is the reason why Chile is not isolated today. We have normal 
diplomatic relations with the most important countries in the world and 
trade relations with over 100 nations. I have been able to travel through- 
out the world and meet with top officials without any problems. 


{Que ‘stion/ It has been said that people are always expressing their concern 
for human rights to you. 


/Answer/ It is an issue that troubles certain countries. In international 
relations one must distinguish between permanent and occasional issues. 
The latter are the result of present conditions and existing conditions 
within each countrys circumstances and governments. This means that at 
times a convenient problem superimposes itself over general conditions. 

It is true that some nations are concerned about human rights, but it is 
not true that all countries are. I have recently met with a large number 
of foreign ministers and the subject has never taken more than 5 minutes 
to discuss. 


/Question/ At the United Nations you recently appealed for respect for 
your constitution*s basic rights such as nonintervention, respect for 
treaties between nations. To what do you attribute that shortcoming which 
has affected Chile without any one making an appeal in its behalf? 
/Answer/ That is due to the nature of multinational fcevums. There is a 
tremendous difference between bilateral policy--where topics are discussed 
directly--and multilateral policy. In multinational forums problems are 
confronted in a more political manner. As the saying goes, remarks are 
made for the benefit of the public. 

Resolute When Necessary 

/Question/ At one point you accused the United States of neo-interventionism. 
/Answer] What did I accuse them of? 

/Question/ You said that it was a neo-interventionist country. 


/Answet] Economically speaking, he replies acknowledging the question. 
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/Question/ But I would like to ask you about the political aspect. You 
have said that the Letelier case is strictly a judicial matter. Will 
Chile still maintain this position if the United States’ response to the 
decision on the extradiction request is political? 


/Avewer] As long as there is no definite official response, it will 
continue to remain in the judicial sphere where it belongs. The United 
States is studying the case which it brought to our court and I hope that 
the United States will understand just as any citizen who knows something 
about law understands: When one goes to court, you can either win or 
lose. They lost a case and [I believe in the fair play of the Americans. 
And there is something of that involved in this issue. But obviously, 

if the U.S. reaction is political, ours will be also, although we have 
attempted to keep the issue in the courts and deal with it in keeping 
with existing treaties which is another basic principle of our policy. 


/Question/ Some feel that in dealing with the United States it is necessary 
to be firm while others feel that moderation is required because of who it 
is that is involved. How do you feel about this? 


/Answer/ We do not have a small nation complex. And it is very important 
to understand this in international relations. I do not want to comment 

on the subject while it is still under discussion and no official reaction 
has been forthcoming. Relations with the United States are the most 
difficult to understand. It is a highly pluralistic country and it has so 
many centers of power which influence all of the country's decisions that 
at any given moment it is possible to have difficulties with the White 
House, with Congress, the business community or with that other large power 
group, the media. 


/Question/ You recently met in the United States with former Secretary of 
State Henry Kissinger. Could tell us something about his views of U.S. 
policy and bilateral relations with Chile? 


/Answer/ It was a private visit and I will keep it that way. I can only 
say that he is very consistent with his ideas and that anyone who reads 
his papers and memoirs will find the answer. 


/Question/ Although there are basic differences, in Peru also various power 
groups have fostered a hostile climate against Chile this year which 
culminated with the president's recent statement. Why hasn't Chile 
responded to that hostility? 


/Answer/ Chile's calm response and attitude stems from the confidence that 
people or nations have who know that reason and justice are on their side. 


/Question] Has Peru been informed about the inquiry stemming from the 
espionage as was agreed to? 


/Answet] 1 explained at one time that the inquiries were ready and that 
it was an internal matter for each agency involved and that there would 
be no more explanations. 
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(Question/ If the Peruvian position does not change, will Chile's position 
in this respect not change? Don't you think that it could be interpreted 
as a weakness? 


/Answer/ We are very understanding of the symbolism of 1979 and that is 
why we have acted calmly and I have proof that the public has not 
confused moderation with weakness. The public knows that Chile is a 
country that can be tough when necessary and it does not have to go around 
publicizing it. 


{Question/ Going across the border, how do you feel about the fact that 
Bolivia has managed to place the subject of an outlet to the sea on the 
agenda of the OAS which will be meeting in La Paz within the next few days? 


/Answer/ The OAS is a multilateral organization aid I have already expressed 
my views on that. We are convinced that it is not the place to discuss 

that subject. Others believe that it is by sheer force of votes. But the 
solution to Bolivia's desire--not right because it is not their right and 
we have no pending problems with Bolivia--if there ever is to be one, will 
be through a bilateral treaty between civilized nations. 


{Question/ Regardless of that, how do you feel about the fact that Bolivia 
has managed to make it an international problem and that it now has 
foreign support? 


/Answet/ First, let us see what happens at the OAS meeting. It is very 
easy for people to demonstrate support for many causes that are not 
theirs. We cannot prevent support for a cause that Bolivia has tried to 
present as a case of isolation and blame it on her underdevelopment. We 
have shown that Bolivia is far from being isolated and that transportation 
facilities are far superior to U.N. recommendations for other nations in 
a similar situation. 


/Question/ With respect to Argentina, although optimism has been expressed, 
do you believe that the problems with Peru and with Bolivia will affect 
the outcome of the conflict? 





/Answer/ Not in the least. We have never considered this problem when 
studying the situation with Argentina. They are completely independent 
issues and that is how they are being treated. 


/Question/ What do you think the future holds for mediation efforts and 
t are your feelings on Cardinal Samore’~ statement that a solution 
might be forthcoming in mid-1980? 


/Kaswer/ I have always viewed these mediation efforts with optimism. It 
is a peaceful method to finding a solution and it is not subject to fixed 
rules and, as a result, it has no timetables. The nature of the subject 
and the identity of the mediator are very important. He is constantly 
receiving information and I believe that he is aware of the complexity 
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of the issue. We have not made an issue of a deadline. We have taken all 
the steps requested by the Vatican. After requesting information, the 
Pope has asked us to send experts and we are going to honor that request. 
The next step is negotiation where the important point is that a just 
solution be found. 


{Question} Some believe that the outcome could be unfavorable for Chile 
because she is right and would have to give up something in order for an 
agreement to be reached. 


[Answer / Let*s not get ahead of ourselves. 


(Question] Recently in Argentina a type of ideological campaign promoted 

by the government has been detected. Chile is pictured as a necessary 

ally rather than an enemy. Do you think that this could influence the 

conf lict? 


/Answer/ It is not because I am trying to be diplomatic that I will not 
comment on Argentina's internal motives. I can say that we have talked 
many times with officials and we promised each other to maintain a climate 
of detent which will allow the Pope to continue his mediation efforts. I 
further believe that both countries are ‘tined to be united because of 
geography, history and so forth. 


(Question) Can the U.S. meeting of souther. ne foreign ministers, 
—38 the political position taken by the Andean group over the 
Nicaraguan conflict, be interpreted as an indication that a new alternative 
for providing a political response to problems on the continent might be 
emerging? 





/Answer/ We do not support a policy of blocs. I only believe in natural 
alliances when they occur. 


/Question/ But there are some who have criticized Chile's withdrawal from 
the Andean Pact... 


/Answer] When we withdrew, the group had a different connotation than at 
present and we made it quite clear that we were only doing it because 

the economic restrictions imposed on its members made it impossiple for 
Chile to develop given the crisis situation we were in at that time. 
Everyone knows why we left and we have also said that if its economic 
policies become compatible with ours we will have no qualms about returning. 


uestion/ And in closing, Minister, after 14 years of conducting Chilean 
oreign policy, could you examine the problems that Chile has faced during 
this peciod? 


[Knswet] The basic aspect is that we can speak of normalization of our 
international relations. Of course this does not mean that something is 
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always going on. It has been «a period full of important issues, Dut oul 
concern in dealing with them has been to channel them towards a defined 
soiution. When problems are not channeled that is when they become 
complicated. 


/Question/ Why do you think that you are an exception, as oppused to other 
ministers, when the government's opponents start criticizing? 


fAnswer/ First of all, I am not aware that I am an exception as you say. 

I can only say that the subject of international relations unites, or at 

least should unite, all Chileans because it involves such sacred concepts 
as national sovereignty. 
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COLUMNISTS EXPRESS VIEWS ON INSTITUTIONALIZATION 
wzoal To Unify All Seen 
Santiago LA TERCERA DE LA HORA in Spanish 30 Sep 79 p 2 


| Editorial by Juan de Dios Carmona; passages enclosed in slantlines printed 
in boldface | 


| Text | The decision mentioned time and egain by President Pinochet and by 
other high government officials to carry on with the process of bringing “ne 
country to democratic normalization will allow the nation to make some impor- 
tant clarifications in the upcoming months. 


Certain sectors of the population refuse to believe the government's democra- 
tic proposal. Moreover, they are spurring a lack of confidence in the regime's 
objective, both inside and sutside ths country. They believe that in this 
manner they will be on solid ground when they form a closed-minded opposition 
movement, thus providing an alternative for the future. As far as they are 
concerned, nothing is good, nothing is believable, nothing is trustworthy if 
it is done or advocated by the government. They refuse to participate in 

the process; they leave absolu no room for cooperation in order to reach 
democratic normalization in the /forn/ suggested by the goverrhent. 


They have never asked themselves the fundamental question of whether this 
stance will allow them to fulfill their own political objective. It is evi- 
dent only to those who are trying to objectively analyze the nation’s poli- 
tical process that this closed-mindedness serves to strengthen the most ex- 
treme positions. It aids those who do not want the regime to change perman- 
ently, who are satisfied with the status quo and want to stop all movement 
forward; and, on the other hand, it aids those who 

lence, because they are unable to leave behind the ideological framework that 
they were foresd to learn by rote and that they now 

magic formula. 
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They enjoy playing the role of “collision force” against the regime. in this 
respect they have not learned from the example o1 neighboring countries that 
this route can lead to a loss of democracy fr many years. 


They are so wrapped up in their role that they do not underetand the most 
basic points. First of all, they don't realize they are being /used/ by 
Marxist elements who are thus able to hide thir true purposes and will be 
able to turn up later swearing up and down that they respect democracy ani 
freedom. Secondly, they are unaware that by keeping a closed mind they are 
only building up to a confrontation in which they will be removed by the very 
people they believe in, the Marxists. 


In the past few days two precedezts have occurred that are related to this 
matter. The first is a document that apparently comes from a “Civic Union 
of Workers” and bears the stamp of Chilean Marxists. The document contains 
some reflections on the situation in Chile, and places the blame for what hap- 
pened in the country, from the Marxist point of view, /exclusively on right- 
iste and on American imperialism/. It calls upon the Armed Forces to abanion 
the right because the latter has divided the country. Where is their soli- 
darity with those who, encouraged by the Marxists, are engaged in such a 
firm opposition to the regime of those Armed Forces? Are they perhaps think- 
ing--in their cold, calculating Marxist way--of abandoning those they have 
been «xploiting? 


The second precedent ‘3 the opinion expressed by a prominent member of the 
"democratic opposition” advocating a “common front” of the “majority” with 


the former Popule> Unity party in order to “rebuild Chilean democracy.” 
That simple: 4s if nothing had happened in Chile: I dont think there is 
a single truly democratic Chilean who could fall into such a trap, who could 
be so /naive/ as to believe this, to put it mildly. 


The facts, however, point to the /need/ to think and to take action to allow 
the development of the regime's politica] objective under the best possible 
conditions, /to build a democracy that will permit the freedon, and 
security of the Chilean people/. This is a goal that should Yanite/ all 
Chileans, without regard for their ideological differences or their prefer- 
ences or leanings. It is a task that should now mobilize all civilians, es- 
pecially those who used to play important roles in national life, as a tunction 
of democracy. Criticism should be placed in a secondary position, giving 
priority to the more fundamental task of forming a democratic civic union. 


Right now there are two distinct majorities: one made up of those who favor 
the government and the regime. But there is another which includes the first 
one, and which is much broader: those who want a modern democratic regime in 
Chile that will provide security for its citizens, in the sense that it will 
not go back to the flaws of the past, and will not expose us once again to 

the dangers of a Marxist regime like the one we had. 


The task at hand is to unite all Chileans who share this goal. Thus there 
wil) be a clear picture, especially abroad, of the real objectives of the Chi- 
lean people, the Armed Forces, and the truly democratic sectors of the nation. 
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Three Dangers Foreseen 
‘tiago LA TERCERA DE La HORA in Spanish “0 Sep 79 p 3 


| Hditorial by Pablo Rodriguez (rez; passages enclosed in slantlines printed 
in boldface | 


[Text] It could be said that after 6 years of military government there are 
three distinct currents of thought in the country. Each of them views our 
experience in a different way, and has a different interpretation of what has 
happened in Chile recently. 


A small g-oup of former political leaders insists that the only democratic 
alternative is to rebuild the institutions that were in force until 1973, in 
which the political party prevailed overwhelmingly as the only means to create 
and exercise power. Those prominent people, who are anxious to take over the 
government once more, recognize the errors committed, but claim that they have 
learned their lesson and are now able to create conditions different fror those 
which catapulted this country into economic chaos and civil conflict. Their 
most well-known leaders form the so-called “Group of 24,” which claims to have 
written a constitutional proposal that is none other than the constitution of 
1925, updated and refined. In a recent statement, the interior minister put 
these people in their proy-a place, pointing out that they are cloaking in an 
appurent public concern--which curiously can only be manifested in rallies 
and radio and television broadcasts--the old ideological concepts that did so 
much damage to Chileans in past administrations. 


Another group advocates the naive draft proposal drawn ip by the Ortuzar Con- 
mission, which does not differ substantially from the szoove proposal except 
that it limits (for how long?) the political competition to certain ideolo- 
gies and severely represses terrorist and anti-democratic activities. No less 
significant is the effort that this proposal represents, in the name of con- 
solidating an economic system that, in our opinion, can only be maintained to 
the extent that it inspires the free support of the majority of the citizens. 


Both institutional plans, whose common origin is obvious, have the same liberal 
reots. They would launch Chile, if they were put into effect, into a situa- 
tion very much like that which we overcame with such effort on 11 September 
1973. 


Finally, the third current of thought maintains the need to establish a poli- 
tical model that is diametrically opposed to what we have known. The adherents 
want to design public authority in an organic manner, eliminating 

struggles and giving power, expression and political representation to the in- 
termediate bcdies. In this way, the system involves all Chileans, and does 
not leave out anyone; that is the fatal flaw of the two proposals mentioned 
above. 
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Strengthen Presidency 


We must bear in mind that this country makes progress during times when the 
presidency is strong, and it regresses notably as soon as the power of the 
presidency weakens or deteriorates. The most sterile times in our history 
correspond uniformly to those times when parliamentarianism has prevailed, 
or when presidential authority has been limited by the pernicious influence 


of parties. 


President Pinochet's most outstanding quality has been the firmness and style 
of his method of governing during critical moments that could have led to na- 
tional disintegration. The people understand almost intuitively the president's 
attitude, and they support it, regardless of some errors that may have been 
committed and the criticism that has constantly tried to discredit the regine. 


In my opinion, the worst government in our past was that of Eduardo Frei; it 
Was marked by a lack of leadership ability and decisiveness on the part of 

the president. This man was undeniably responsible not only for paving the 

Way ‘or communism, tut also for having caused a moral crisis that was so ser- 
ious, no one Was surprised that for the first time in history a self-proclaimed 
Marxist-Leninist was elected chief of state. 


Any institutional system, therefore, must in the future strengthen the power 
of the presidency, and give the executive branch the predominance it requires. 
Otherwise, the most perfect of systems will simply paralyze progress in Chile, 
for progress requires firm ard energetic leadership. 


Integration and Parties 


It is time we realized that nationalism as an ideal is based on political, 

social and economic integration. The only effective means for uplifting a 

people is to give it /unity and a sense of universality/. Thus, all factors 

of disintegration are repugnant and reprehensible to nationalism. Neither 

the right, which sacrifices social justice to efficiency; nor the left, which 
makes the "class struggle” the moving force of history; nor liberal democracy, 
which hides conflicts of interests behind the veil of ideological differences. . . 


Chile has searched avidly, through all possible political combinations, for 
the formula that will allow it to progress and defeat poverty, abuse and the 
pressure that imperialism has exorted blatantly in all areas of life for de- 
cades. None of these political combinations did anything but exacerbate the 


problems and gradually give way to those who reject democracy, 


Finally, a military government has assumed the responsibility of creating a 
new set of institutions that will correct the errors of the past and allow us 
to overcome the barrier created by a generation that is now worn out asc ie- 
Signed to failure. 
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Three Obstacles in Future 


The government's nationalist plan is seriously jeopardized by three costacles 
that should at least be seriously analyzed by those who support and adhere to 
this new attempt to redress the errors of the past. 


a) An economic policy that maintains a liberal structure, and therefore sti- 
mulates the class struggle, social differences and the injustices that serve 
as a banner for totalitarian groups. This is why we are constantly urging 
the government to adopt effective plans for participation that will provide 
for the elimination of the traditional system which pits capital against labor 
and management against workers. 


b) The tenuous restoration of political parties, which will become stronger 
and stronger, ultimately leading to a resurgence of the vicious practices 
that so recently led Chile to material and moral destruction, and 


c) The false belief that it is possible to base a modern democracy on weak 
intermediate bodies, expanding individual freedoms and relegating the state 
to the role of “nightwatchman.” 


Once these obstacles are overcome, the country will be able to dispel the 
uncertainty regarding the military administration's success, and will be able 
to build the /national state/ that will mark the beginning of our future 
greatness. 


8926 
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CHILE 


BRIEFS 


ita left 
JAPANESE AMBASSADOR DEPARTS--Japanese Ambassador Shigeaki Yamash 
Chile yesterday after a successful 4-year tour. (PY051449 Santiago Chile 


Domestic Service in Spanish 1730 GMT 4 Oct 79 PY] 


APPULNTMENT OF AMBASSADOR APPROVED--The Chilean government has approved the 
appointment of Akatani Genichi as new Japanese ambassador to Chile. [PY100056 
Santiago Chile Domestic Service in Spanish 1730 GMT 9 Oct 79 PY] 


UNDERSECRETARY PROMOTED--It was reported this morning that Capt Pedro Lar- 
ronda, undersecretary of the Finance Ministry has been promoted to rear 
admiral. [PY201803 Santiago Chile Domestic Service in Spanish 1630 GMT 
19 Oct 79 PY) 


MILITARY PROMOTIONS--The following officers have been promoted to the rank 
of major general: Brig Gen Luis Ramirez Pineda and Brig Gen Enrique Morel 
Donoso, who will be the new army inspector general. The following colonels 
have been promoted to brigadier general: Rolando Figueroa Quezada, Jorge 
Dowling Santa Maria, Roberto Soto MacKenney, Jose (Fernandez) Puccio and 
Sergio Badiola Broberg. [PY182237 Santiago Chile Domestic Service in 
Spanish 2300 GMT 17 Oct 79 PY] 


MILITARY APPOINTMENTS--Maj Gen Washington Carrasco has been appointed deputy 
army commander, replacing Lt Gen Carlos Forestier, who retired. Brig Gen 
Julio Canessa has been appointed army chief of staff; Ger. Hector Orozco 
Sepulveda, commander of military industry and engineerixg; Brig Gen Carlos 
Morales, commander of the Santiago army garrison; and érig Gen Santiago 
Sinclair, chief of the presidential staff, replacing the late Gen Rene 
Escauriaza. [PY182237 Santiago Chile Domestic Service in Spanish 0300 GMT 
17 Oct 79 PY] 
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PROFESSIONALS UNDER [INVESTIGATLON--The National Information Center [CNI] is 
actively L[nvestigating the connections which various professionals may have 
with the banned movement of the Revolutionary Left [MIR]. The professionals 
involved are lawyers, iournalists, builders and o*hers, whose names have 
cropped up as a result of the raid conducted in the house of Ulises Gomez 
Navarro and Claudio Zamorano, the former being the alleged publisher of the 
clandestine newspaper EL REBELDE. [PY101200 Santiago Chile Diplomatic Informa- 
tion Service in Spanish 0320 GMT 10 Oct 79 PY] 








AGRICULTURAL, FOREST EXPORTS--Santiago, 25 Oct (AFP)--It was reported here 
today that Chilean agricultural and forest exports for 1978 amounted to 
over $600 million. According to Alfonso Marquey. de la Plata, agriculture 
minister, exports until August 1979 added up to $425 million whereas im- 
ports reached $262 million, which means a positive balance of $107 million. 
The agriculture minister added that agricultural and cattle production for 
1978-79 period was 16.8 percent higher than the previous year. [Paris AFP 
in Spanish 0209 GMT 26 Oct 79 PY] 
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COLOMBIA 


COLOMBLAN GUERRILLAS RELEASE KIDNAPPED VENEZUELAN VICTIM 
PAOQ72253 Panama City ACAN in Spanish 2202 GMT 7 Nov 79 PA 


[Text] Cali, Colombia, 7 November (EFE)--Colombian urban guerrillas this 
afternoon released Venezuelan consul Reinaloo Camera after kidnapping him 
for several minutes, according to military sources here. 


The diplomat was released in the vicinity of the Venezuelan consulate and 
near the Third Army Brigade, according to the same sources. 


Due to the widespread dragnet set up in the city after the kidnapping, the 
guerrillas decided to set him free near the military post. 


Consul Reinaloo Camera remained in the rebels’ hands for nearly 15 minutes 
as they drove a European automobile which they later abandoned in a suburb 
of Cali, capital of Valle Del Cauca Province, in western Colombia. 


Employees of the Venezuelan diplomatic office revealed that the guerrillas 
entered the offices of the Venezuelan consulate carrying arms and wearing 
hoods, whiie their clothes d.3played the acronym of the subversive group 
known as "M-19." 


They entered the office of Consul Camera, who was workitig at the time, and 
left subversive propaganda and literature about that guerrilla organization, 
which earlier this year stole 3,000 weapons from a military arsenal in Bogota. 
The diplomat, according to the military sources, is in perfect condition 
after his release by the "M-19" guerrillas, who included six men and one 
woman, all youthful-looking and resolute. 


A military operation was established in Cali to stop the guerrillas, the 
same sources concluded. 
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FARC GUERRILLAS RAID VILLAGE, KILL TWO 
PA13]404 Bogota CADENA RADIAL SUPER in Spanish 1100 GMT 13 Nov 79 PA 


[Text] Some 60 guerrillas raided the village of Bilbao in Planadas Munici- 
pality, a province of Tolima Department, and killed a policeman and a peas- 
ant, military authorities have reported. 


The guerrillas belong to the self-styled Revolutionary Armed Forces of 
Colombia, FARC, a guerrilla group which has at least nine rural fronts and 
which has proclaimed itself to be the armed branch of the communist party 
of Colombia. 


The attack occurred Saturday night but authorities did not report the inci- 


dent until today. After looting the village stores, the guerrillas fled 
into the mountains of Huila Department. 
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CUBA 


FORELGS POLICY AIMS IN YEMEN, NONALINED SUMMIT, UNITED STATES 
PDRY Party Head Interviewed 
“avana BOHEMIA in Spanish 12 Oct 79 pp 66-69 


[Interview with Abdul Fatah Ismail, secretary general of the Yemeni Social- 
ist Party, chairman of the Supreme People's Council of the People's Democratic 
Republic of Yemen (PDRY), at Summit Council of Nonalined Nations in Cuba, 

by Hugo Rius] 


[Text] The greatness of an authentic revolutionary leader does not necessar- 
ily depend on his coming from a country of colossal dimensions, but rather, 
on his loyalty and devotion and his ability to lift up a nation and make it 
grow and advance in the face of threats and difficulties. When a country 

is small, poor and underdeveloped and undertakes a revolution that a combina- 
tion of still powerful reactionary forces is trying to thwart, one can only 
feel respect, if not admiration and sympathy, for those in the vanguard. 


This was the conviction we took with us when, a year ago, we left the People's 
Democratic Republic of Yemen at the close of the first constituent Congress 

of the Yemeni Socialist Party, held -- and not by any accident -- on the 

very date commemorating the 15th anniversary of the beginning of the armed 
anticolonitalist struggle: 14 October 1963. Once more, in its program and 
resolutions, the congress shaped the line of continuity between a genuine 
national liberation movement and the building of scientific socialigm. 


At that time, we tried to obtain an interview with the individual who, with 
a sure and firm hand, had guided the ship of the Yemeni revolution during 
the hard years of revolt, foreign aggression and blockades, internal devia- 
tions and betrayals, in addition, naturally, to widespread poverty resulting 
from colonialism and an inevitable natural hostility. Abdul Fatah Ismail, 
secretary general of the Yemeni Socialist Party and shortly thereafter, 
chairman of the Supreme People's Council of the People's Democratic Republic 
of Yemen, responded to our request with the best possible excuse: "We shall 
see each other in Havana," at the Six Summit Conference of the Movement of 
Nonalined Nations. 
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The interview took place, almost at the stroke of midnight, during one of 
those feverish days of the conference, when we saw our friend Maktari, with 
a sweat-lined face, waving his arms at us next to the noisy palace fountain. 
He had brought the good news and a car. 


History Marches Toward Socialism 


Abdul Fatah Ismail has a calm, serene air about him, even in the unhurried, 
almost whispering way he talks. One would say that all of his creative 
force is hidden, but his penetrating glance and short, precise gestures 
betray a concentrated intelligence, and once the conversation begins, one 
discovers a profound revolutionary mind. 


I reminded him that I attended the congress of the Yemeni Socialist Party a 
year ago, a congress at which he defined the contributions of his revolution 


to the struggle of nations. 


[Question] Do those contributions include the confirmation that a real 
liberation movement continues with the building of scientific socialism? If 
this is true, could you tell us the particular features of that process in 
Democratic Yemen? 


[Answer] In the world today, revolutionaries know that these are times of 
transition to sociviism on a worldwide level. Revolutionaries who subscribe 
to scientific socialism, both in word and in deed, also know that we are 

now witnessing a co;flict between two world systems: the socialist system, 
which is on the rise and trivamphant; and the decadent imperialist system, 
which is close to its inevivable end, in keeping with the development of 
history. 


From this standpoint, we in the People's Democratic Republic of Yemen are 
convinced that history is on an upward swing with the thrust of three revolu- 
tionary forces: the world socialist system; the working class; and the 
national liberation movement. 


As history has shown, there is a common denominator uniting these three forces. 
This denominator is the fight to become free of colonialist domination, the 
fight to put an end to classist exploitation, the fight for progress, social- 
ism and peace. 


When the colonial states colonized the countries of Africa, Asia and Latin 
America, they not only brought with them the forms of political and military 
domination, but also the monopolies for looting the resources of the peoples 
of those nations. They helped form an exploiting class at the cost of the 
misery and poverty of the deprived classes: the workers, peasants and the 
petty bourgeoisie. 


When the liberation movements undertook their fight to obtain freedom, it 
was natural that their battle for political liberation should become part 
of the fight for economic liberation, social justice and the liquidation of 
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classist exploitation. In this connection, we cannot forget the influence 
which the great socialist October Revolution exercised on the course of 
history, for it was an example of freedom, equality, social progress and 
prosperity and made all of this a tangible reality. ‘de believe that the 
Yemeni revolution is a modest contribution to the gexeral process of the 
people's struggle for liberation and progress. It is part of the worldwic 
revolutionary process. 


With respect to the particular development of the national liberation move- 
ments, we do not believe that any liberation movement can eliminate social 
backwardness and exploitation and move to the phase of socialist construction 
without the option of the revolutionary path based on the theory of scientific 
socialism. 


Within the worldwide national liberation movement, there is a tendency to 
reject the path of capitalist development and at the same time, oppose the 
path of socialist development. Through enmity to communism and capitalism, 
they are trying to build a system of the center that will be socialist in 
form and capitalist in essence. I would say that the measures and procedures 
followed under that socialist formula are nothing more than the application 
of the concepts of the petty bourgeoisie and middle class to socialism, and 
they do not in fact resolve the essence of the social problem and the cJass 
exploitation suffered by the workers and peasants. In cur opinion, these 
erroneous concepts on socialism are a total distorsion of scientific social- 
ism and in the long run, they only sow despair among the workers and peasants 
concerning the future of the socialist system and they make them desire 

the evils of the capitalist system and its sufferings. 


One of the most outstanding characteristics of the revolutionary process in 
Democratic Yemen is reflected in the triumph of scientific socialism, which 

has turned into the ideology guiding our party in its struggle for the trans- 
formation of society. We can say that in Democratic Yemen, we have demon- 
strated for the first time that scientific socialism can be applied to the 

Arab situation, contrary to what is claimed by the reactionaries, the bourgeoisie 
and enemies of communism, who say that scientific socialism is opposed to the 
traditions and culture of the Arab peoples. 


We are not exaggerating when we say that despite the scarcity of resources 
and the few possibilities we have, we have managed to improve the national 
economy by means of the development plans. We have worked to improve the 
standard of living of the population through a reduction in the prices of 
basic goods, the construction of housing, the extension of education and 
medical care. Regarding the essential needs of our people, we can say that 
their standard of living is improving at a better rate than in neighboring 
countries. 


In our country, the revolutionary process is under the leadership of the 

Yemeni Socialist Party and it is moving steadily toward the noble objectives 
set forth by it. We believe that this process in which our country is engaged 
can certainly be considered as a contribution made by Yemen to the general 
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course of the worldwide revolution. We are proud that Democratic Yemen is 
the first Arab country in which the banner of scientific socialism is trius- 
phant and in which a government is being buait to represent the interests of 
the working class and its allies, the peasants. 


October Revolution and the Liberation Struggles 


[Question] Do you beiieve that there exists a dialectical relationship 
between the great October Revolution, the Cuban revolution and the Yemeni 
revolution? Or more recently, the revoluticn in Nicaragua? 


[Answer] There does in fact exist a dialectical relationship between the 
great socialist October Revolution, the Cuban revolution, the Yemeni revolu- 
tion, the recent revolution of the Nicaraguan people and the revolution 

that will take place tomorrow in any of the countries still under colonialist, 
imperialist and racist domination. 


Revolutionaries throughout the world know and analyze this period as one of 
transition to socialism. The great socialist October Revolution is closely 
connected with this era, since it was the first revolution which in the very 
beginning established the first socialist, proletarian state in history. 
Inspired by that revolution, its example and its noble principles, inspired 
by the principles of liberation and the elimination of colonialist oppression 
and the national yoke, classist exploitation, dozens of peoples and countries 
embarked upon the path of national liberation, progress and equality. 


More than 60 years after the triumph of the great socialist October Revolution, 
the world of today is no longer as it was in 1917 and it is not a world divided 
up by the imperialist states, a world in which the divisions were made by 

destructive wars, aggression and invasions. The world is now totally different. 


The victory of the socialist revolution in Cuba, near the most ferocious 
imperialist nation of our time, demonstrates the dialectical relationship 
that unites nations with the glorious October Revolution. There is not a 
country or people that is not influenced by the example of that revolution, 
that has not received help and support from the Soviet Union, toth with re- 
spect to matters having to do with national liberation and the building of 
socialism. No one can deny that thanks to the October Revolution and the 
might of its nation, it has been possible to eliminate fascism and establish 
a worldwide socialist system. It made it possible for countries such as 

the republics in Central Asia and Mongolia to build socialism without going 
through the phase of capitalism, for the Cuban people to withstand the economic 
blockade imposed by American imperialism and build socialism with the prole- 
tarian and internationalist aid offered by the Soviet Union. 


If we were to speak about the struggle of the Arab peoples, we would find 
that the infivence of the great October Revolution dates far back. This 
revolution was at the side of the Arab peoples beginning with the revolution 
of 23 July 1956, in 1967 and 1973. The Soviet Union has provided unselfish, 
sincere aid to Egypt, Iraq, Syria, Algeria and other Arab nations for the 


127 





























achievement of social progress and the consolidation of national sovereignty 
in the face of imperialist conspiracies. 


In the two Yemens, the Soviet Union has been alongside the revolution of our 
people and their just causes. The great socialist October Revolution has 
left an indelible mark on the revolutionary course of mankind and this mark 
is reflected in the progress of nations during the different phases moving 
toward a society free from the obstacles of oppression and exploitation, 
progress initiated by the great October Revolution. That is the dialectical 
relationship that exists between this revolution and the ones that followed 
it and those that will emerge in the future so that freedom, equality, happi- 
ness and peace may reign in the world. 


Leadership Role of the Yemeni Proletariat 


[Question] The program decided upon at the congress forcefully emphasizes 

the need of a leadership role for the working class. As long as there is 

no material growth for the working class -- provided for in the 5-year plan -- 
how is that party line developed in the ideological field? 


[Answer] At the first congress of our party, we pointed out the need to 
strengthen the leadership role of the Yemeni working class in order to achieve 
the success of the revolutionary process. Convinced that historically speak- 
ing, the working class is the one that has been prepared to lead and rebuild 
society on the bases of scientific theory, we expressed the need to eliminate 
exploitation, backwardness and discrimination and to create a society of 
equality, progress and socialism. We said this because the working class 

is the only one that does not exploit, the one that can free itself and the 
other classes, leading them down the path of social progress. 


In the developed capitalist countries, there is a large working class, but 
the conditions are still not ripe for moving to socialism because the politi- 
cal crises have not become acute enough to produce revolution. Naturally, 
this does not mean that socialism will not triumph in the end, but rather, 

it is necessary to allow enough time to pass so that this may come about. 

It nay take longer in some countries than in others. 


The underdeveloped countries -- including Democratic Yemen -- are now dis- 
covering, due to the expressions of backwardness, class differences and 
forms of exploitation they suffer from the monopolies, the path of socialist 
development as the best solution to the problems of povert. and backwardness, 
due to the construction of a society of progress and prosperity at a more 
rapid rate. 


Democratic Yemen is a country will a low level of development, one in which 
the working class still does not have the required level. WNeverthsless, 

conditions for moving to socialism are more adequate in comparismi with any 
developed capitalist country. In our country, political power has a labor 
content -- that is, the state apparatus exercises its social function based 
on the theory of scientific socialism in order to serve the class interests 
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of the workers and their allies, the peasants, and their future aspirations. 
Naturally, all of this is guaranteed by the presence of the leadership role 
of the Yemeni Socialist Party as the vanguard that orients the march of the 
people and the objectives of their revolutionary process. 


National Unity: Sacred Objective 


[Question] What will the achievement of national unity mean for the Yemeni 
people? What are the current ways of achieving it? 


[Answer] For us, the unity of our country is a legitimate right and 4 

sacred objective, as it is for any nation that has been divided by the colon- 
ialists and is under their domination. During the past century, our country 
vas divided up by the Turkish and English colonialists. This meant that 

we had to wage a constant battle in order to be free of their domination. 

The revolution of 26 September 1962 that ousted the regime of the imam and 
the revolution of 14 October 1963 that kicked out British colonialism con- 
stituted the beginning of a new era of liberation for our people. 


Nevertheless, the nation continued to be divided. In the north, the Arab 
Republic of Yemen was set up and in the south, the People's Democratic Re 
public of Yemen was created. It is very painful for us that at the Sixth 
Summit Conference of Nonalined Nations, this situation still prevails. How- 
ever, we are optimistic and believe that Yemen will one day be united as a 
single democratic state. For us, the unity of our country means turning 
history back to its ancient course. It means the unity of our material and 
human resources in order to march down the path of economic and social 
development. 


Despite the difficulties and conspiracies of the imperialist forces aimed 

at preventing this unity, we are determined to achieve it because it is a 
question of the future and destiny of our nation. For that reason and after 
the meeting held in Kuwait with the president of North Yemen, it was possi- 
ble to create conditions favorable to the achievement of this unity and 

to the defeat of imperialist efforts aimed at bringing about a situation 

of tension between cne two Yemens. 


The joint committees have taken positive steps. Right now, they are about 
to complete their work and present a report on the results of their work to 
both presidents, who will soon held a meeting. We are sure that the future 
will be with the Yemeni people in their struggle to achieve unity. What-~- 
ever the difficulties may be and despite the imperialist and reactionary 
conspiracies to keep them divided, the will of the Yemeni people will 
triumph in the end. 


Revolution, Imperialism and National Sovereignty 


[Question] How do you view the overall situation in the Red Sea and the 
Arabian Gulf, particularly with respect to the revolutionary changes that 
have taken place and the presence of imperialist fleets in the seas in 
the area? 
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fAnswer] In the Red Sea, the Arabian Gulf and the Indian Ocean, the situa- 
tion is disturbing and threatens the stability, sovereignty and independence 
of nations in the region, all due to the imperialist plans whose objective 
is to protect their interests and restore political and military influence. 
What most concerns the peoples in the region and their liberation movements 
are the constant appeals for the creation of the security of the Gulf, the 
security of the Red Sea, and the new American preparations for the estab- 
lishment of the 5th Fleet in the Indian Ocean. 


In the imperialist West, voices grow hysterical and say that their interests 
are in danger, specifically oil. They say that the maritime ways such as 
the Gulf, Ormuz and Bab El Mandeb will be closed to their oil tankers. 
Moreover, they make false propaganda against what they call the infiltration 
of Soviet influence in the region and they use that propaganda to justify 
their new plans aimed at creating a military force in charge of occupying 
the Gulf‘s oil zones so as to once again impose the era of colonialism on 
those peoples. 


Who truly poses the greatest threat to the peoples in our region? Who steals 
their resources? Is ‘t the Soviet Union or American imperialism and the 
Western capitalist countries? The reactionary circles in the region receive 
the echo of imperialist propaganda and transmit it in order to poison the 
people's minds, but they know very well who exploits their resources, where 
those resources go and who threatens military invasions and the violation 

of national sovereignty. 


Following the triumph of the revolution in Ethiopia, Democratic Yemen and 
Afghanistan, now that a whole series of countries in the region has under- 
taken an independent path and defends their national resources, the voice 
of American imperialism and its allies has been raised to ask for interven- 
tion and the use of the whip against the sovereignty and freedom of our 
peoples. But we are ne longer in the period of the colonial yoke. The 
peoples of the colonies have awakened following the explosion of the great 
socialist October Revolution. They have regained their freedom and sover- 
eignty and are marching along the path of independent development with the 
support of the world socialist system. 


Egypt in the Imperialist-Zionist Alliance 


[Question] Where can the Egyptian policy of agreement with Israel, forged 
at Camp David, lead? What can one do in order to face its effects? 


[Answer] Following the signing of the separate peace agreements between 
Egypt and Israel, under the aegis of American imperialism, Sadat's policy 
led Egyot to be a member of the imperialist-Zionist alliance. 


The signers of the separate peace agreement believe that they have brought 
peace to the Middle East. They harbor the illusion of peace in the region 
after the signing of the accord. But was peace truly achieved after the 
signers recited verses from the Bible, the Gospel and the Koran at the 
White House? The circumstances continue to be the same and only the truth 
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coincides with historical development. For the signers of the capitula- 
tionist Camp David agreement, there is one fact. It is that the accord 
benefits the security and peace of Israel at the expense of the sovereignty 
and dignity of the Egyptian people and other Arab nations whose territories 
are occupied. The worst crime of the agreement is that it blatantly ignores 
the rights of the Palestinian people to their self-determination and the 
establishment of an independent state under the leadership of the PLO. 


The signers of the Camp David accords did not provide a solution to the prob- 
lem of the Middle East and they did create new probabilities that the situa- 
tion would grow more critical and explosive. The matter of the Palestinian 
people still has no solution and no matter how such their enemies try to 
impose settlements favorable to their interests, they will not be able to 
liquidate the Palestinian revolution and its objectives of liberation. They 
will not be able to eliminate a people called the Palestinians from the map. 
They can hinder or delay their self-determination but they will not succeed 
in halting the liberation process begun nearly 15 years ago. Nor will there 
be peace without the total and unconditional withdrawal of the Zionists from 
vecupied Arab territories. There will be no peace or stability if the Pales- 
tinian people are not allowed to build their independent state. There will 
not be peace in any region of the world as long as there is a nation like the 
Palestinian nation, without any homeland and living in a world of dispersion 
and misery. Without any doubt, we believe that the Camp David accords have 
no tuture. 


Nonalined Nations Movement: Revolutionary Bulwark 


[Question] What prospects will the Movement of Nonalined Nations have after 
the Sixth Summit Conference in Cuba? 


|Aaswer] Since the establishment of the concept, the nations in the movement 
have achieved victory after victory, with the most outstanding ones being 
confirmation of liberation from colonial domination, the right of nations 

to sovereignty and independence, their right to have economic resources and 
to choose the path of independent development. Colonialist domination and 
the imperialist hegemony caused the liberated countries in the Third Wori 

to group together in a single international organization to defend the cause: 
of liberation, sovereignty, independence and social progress. 


This movement began with a small number of independent countries. At the 
present time, and after over 20 years, the member states number over 90. 
What does this indicate? It indicates the increase in liberated countries 
and the decadence of the colonialist and imperialist system. It shows the 
expansion of the influence of the world revolutionary movement and the 
example of liberation, progress, socialism and peace. The prospects of the 
wovement inspire optimism for various reasons. The most important one is 
that new countries freed from colonialism have joined the ranks of the 
movement. 
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At the Sixth Summit Conference of Nonalined Nations, countries such as Iran, 
Nicaragua, Surinam and others joined in. At the coming summit conferences, 
we shall have countries still under the yoke of imperialism, colonialism and 
racism. Our movement does not only present the aspect of anticolonialisn, 
but also that of progress and socialism. The predominant trend in the organ- 
ization is that opposed to colonialism, imperialism and exploitation and it 
is in favor of the struggle for social progress and the elimination of the 
exploitation of man by man. 


Friendship and Cuban-Yemeni Cooperation 


[Question] Would you like to say a few words about relations between Demo- 
cratic Yemen and Cuba? 


[Answer] Despite the great distances separating Democratic Yemen from the 
Republic of Cuba, our two nations are united by close, strong bonds of friend- 
ship and cooperation. This is natural. Both nations and peoples faced 
colonialist oppression, backwardness and corruption. Both fought against 
colonialism and slavery until full independence was won. 


With respect to the revolutionary process, there are those who say that the 
Cuban and Yemeni experiences are similar and that is true. The similarity 
and the unity on the principles and revolutionary aspirations for which we 
are fighting have created the relations that now exist between our two 
nations, relations that have a special characteristic and are based on pro- 
letarian internationalism. When relations are based on equality and mutual 
respect, solidarity and friendship, nations come closer together and dis- 
tances are reduced. These are the foundations of relations existing between 
the Cuban people and the people of Democratic Yemen. 


Despite the economic blockade imposed by American imperialism, despite the 
tasks inherent in internal development, Cuba was one of the first countries 
that gave our country help and internationalist solidarity in their struggle 
to defend national independence and the march on the path of social develop- 
ment. Cuba has also offered its internationalist solidarity to other na- 
tions on the African continent in their fight against the forces of imperial- 
ism and its conspiracies. Thanks to that solidarity, Cuba enjoys the respect 
and appreciation of the forces of liberation and progress in Latin America, 
Africa and Asia. 


The internationalist role which Cuba plays in the anti-imperialist, anti- 
colonialist and antiracist struggle is due to the triumph of socialism on 
this small island. 


On the occasion of the 20th anniversary of the triumph of the Cuban Revolution, 
we wish to wish that nation more progress and prosperity on the path of so- 
cialism, since the more it advances, the better it will be able to support 
the causes of liberation and progress of the countries belonging to the 
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Movement of Nonalined Nations. In Democratic Yemen, we are sure that rela- 
tions established between our two countries in the fight against world imper- 
ialism will be ever stronger, to the good of our peoples, because we have 
chosen the right path that will lead us to the future we have longed for. 


Roa on Summit, U.S. 
Havana BOHEMIA in Spanish 12 Oct 79 pp 64-65 


{Interview with Raul Roa, head of the Cuban delegation to the World Inter- 
parliamentary Conference in Caracas, by Fulvio Fuentes; date not given] 


{Text} I ran into Rau] Roa in a bookstore and almost as soon as we had said 
hello, I went straight to the point and asked him about his recent contro- 
versial skirmish in Caracas. 


"Tell me something about the World Interparliamentary Conference in Caracas! 
According to the little news we have had, it looks as if it was heated!" 


"Yes, it was. But I will get to that later. Let me begin at the beginning. 
The opportunity to hold this meeting in Venezuela -- the source of the 
thought, sensitivity and strength of the Liberator -- allowed us to meet 
with old friends again and achieve a closer relationship with the country's 
officials. We were received and treated with warmth and affection by many 
people and part of the press, including a long interview which I had with 

EL NACIONAL. The other part of the press, the enemy, naturally condemned us. 
If it had thrown us flowers, we would have felt badly!" 


"Did they ask you about the Sixth Summit Conference?" 


"Of course! That was the topic of conversation wherever we went. When we 
arrived in Caracas, it had just come to a close. But since I had attended 

the sessions, except for the last one which I had to leave early in the morn- 
ing to catch a plane, I was able to answer all the questioners and the curious. 
My resounding remarks on the results caused a tremendous uproar among the 
reactionaries and the proimperialists. The lies, resentment and defamation 
began immediately. The reaffirmation of the belligerant position of the 
nonalined nations against imperialism, colonialism, neocolonialism, apartheid 
and racism — the essential principles of the movement since its very found- 
ing -- wounded them to the quick. That was to be expected.” 


Roa lit a cigarette, returned the book he had in his hands to the clerk and 
continued: 


"I do not have to tell you that the alleged presence in Cuba of a Soviet 
combat brigade -- a hoax denounced and destroyed by Fidel Castro in his 
memorable responses to the American newsmen -- soon made all the headlines. 
The fact that I ridiculed Carter's maneuver and exposed its corrupt origins 
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in my interview in EL NACIONAL and in my speech before the plenary session 
of the conference was one of the things that set off the controversy. The 
Soviet Embassy in Caracas was even forced to distribute a Spanish translation 
of the definitive and cutting article from PRAVDA entitled ‘Who Needed This 
and Why?" The grotesque farce -- as Fidel called it — that followed put 
things in their places.” 


“Can you tell me briefly the most outstanding points of the conference?" 


"Without a doubt, the resolutions and declarations on disarmament and detente, 
the means of achieving understanding and peace in the field of information 
and communication, the remnants of colonialism in the southern cone of Africa, 
the right of the Saharan people to independence and self-determination, recog- 
nition of the national rights of the Palestinian people and the PLO as their 
sole and legitimate representative, the brutal violation of human rights in 
Chile, Uruguay and other Latin American nations, the advent of the new Nicaragua 
following a heroic and self-sacrificing struggle and solidarity with the na- 
tions in the Caribbean that were hit by the recent hurricanes. The extent 

of the influence of the Sixth Summit Conference on the Caracas conference is 
shown by the constant allusions to its results." 


“Are many nonalined nations affiliated with the Interparliamentary Union?" 


"Nearly 40. A propos, This Cuban delegation was the first, following the 
Sixth Summit Conference, to assume the presidency of the movement in an inter- 
national forum. This we did immediately. We summoned all the countries 
represented and the president of the Sri Lanka delegation formally trans- 
ferred his leadership. To tell you the truth, from the time that we have 
participated in the activities of the Union, this was the first time that 

the group set forth a joint line of action, despite the systematic opposition 
of those who, in Cuba, adopted the same attitude. Naturally, Morocco, Singa- 
pore, Zaire, Egypt, Senegal and Malaysia led the pack. But all it amounted 
to war a lot of noise. Because of the weight of the group in the debates 

of the plenary session and the committees, it was possible, with the coopera- 
tion of the socialist countries, to emphasize the progressive and anti- 
imperialist tone in the most important resolutions. The atmosphere of the 
Union has definitely undergone a change in the last 3 years. The ratio of 
forces is no longer the same.” 


Roa paused to light another cigarette. He then went on to tell about the 
incident. 


"I shall explain what happened. After I had outlined our positions and 
established the significance and scope of the Sixth Summit Conference, 
describing its main resolutions, the interpreting system suddenly experienced 
difficulties. Was it merely a coincidence? An intentional disruption? I 
do not know. The fact is that the situation caused me to delay longer 

than the time allotted -- 10 lousy minutes -- for the speeches. When the 
system was back in operation, I had only half a page to read, but since 

they counted the time that had been lost involuntarily, the presiding officer 
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cut me off. I politely asked him to take the technical difficulties into 
accour.tt and to allow me to read the four remaining paragraphs. He refused. 

| procested and continued to read. That is when, obvious acting as a group, 
the well-known delegates, led by the delegate from Morocco, began to disrupt 
the proceedings. Instead of calling them to order, the presiding officer 
allowed them to continue. I protested once again and left the platform 

in che midst of a strong ovation of solidarity from the vast majority of those 
present, who agreed that rather than a question of procedure, it was a vulgar 
provocation by the tiny group of countries alined with the imperialists and 
reactionaries. The Caracas press -- the majority of which carried my speech 
or commented on it -- also expressed this feeling. The setback was turned 
into a victory, as always. I must say that the delegation did its utmost 

and put Cuba in a good Light." 


The meeting, a 10-minute-long mini-interview, concluded with a notice and at 
the same time an appeal: 


"It was decided that the next parliamentary summit conference will be held 
in Havana in September 1981. We must properly plan for it in all areas 
and very soon we shall begin to work very hard, but with enthusiasm and 
responsibility. We are sure of the success of that great event. 


11,464 
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HONDURAS 


GOVERNMENT'S INABILITY TO SOLVE INFLATION CRITICIZED 
PAO50208 San Pedro SULA TIEMPO in Spanish 27 Oct 79 p 6 PA 
{[Editorial: "Today's Conflicts and the Social Sciences"] 


[Text] The workers and the country's consumers have become impatient, not 
because of ill will, but because they are being pressured by circumstances 
known to all, including the government. 


Strikes abound in the north, the south and in the middle of the country. 

Large sums are lost each day which, added to what was lost because of the 
floods, the holidays and other unidentified reasons, result in losses of 

what the country needs and will need very much. 


Those who are fond of sowing alarm and confusion are spreading the rumor we 
have reached the stage called “Black December" in subversive plans, a plot 
which is thought to have already rendered its fruits in El Salvador. 


One cannot believe the fall of governments here in Central America, and in 
other parts of the world where there is such a high degree of instability, 
can be scheduled like soccer games, with fixed dates, hours and places and 
where everything rolls according to schedule. 


Political and social matters and their problems cannot be scheduled on a 
calendar. They have their own pace, rhythm and scientific laws for those 
who are involved in the social sciences. The matters in question do not go 
according to a set date. 


If the government does not pay attention to the people's vital needs, if 
their rights and guarantees are not respected, if the government does not 
apply social justice in due time and if it favors certain sectors more than 
others, the difficulties will unavoidably become worse and result in out- 
pouring of frustration just as it happens when the obstacles which prevent a 
river from running freely finally yield. 


It is no secret our country's inflation rate has been increasing every year 
and inflationary spiral has not been stopped. 
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It is no secret either that the salaries and the income of rural families 
and small businesses throughout the country have not increased in a similar 
fashion. 


Everybody is aware of the gap between family income and the price of staples. 
This problem has not been faced and discussed the way it should be because 
those who are in power, inside and outside the government, have not been con- 
cerned enough to find measures to reduce the gap and then eliminate it. 


The Commission of 91 and the Economy Ministry are institutions which respond 
to a policy, that of the government and of the most influential economic 


groups. 


Consequently, they have just applied a policy which only seeks the profits 

of enterprises, a goal which nobody fights. However in doing this, they have 
closed their eyes to inflation as if it was going to retreat if they ignored 
it. 


Once in a while an isolated voice would recall inflation can only be fought 
with more production, but that was the extent of it. 


Production has not been promoted with the energy required in our country. 


It has not been possible to substantially reduce the price of the basic 
cereals, and not because of bad harvests but because of traditional dis- 
order in the marketing of the products. In addition to this the government 
has never made a decision to solve land problems once and for all. 


Exports are insufficient and still traditional. Imports are large and in 
many cases unnecessary especially during certain times of the year. 


In a parallel manner the government measures toward capital in the country 
are inconsistent. 


All of this has resulted in the reduction of family income, the increase of 
the unemployed or under-employed people and now the consumers have no where 
to go. We will have to wait and see if the government and the groups which 
have the economic power will have the patience to search for adequate solu- 
tions in order to restore the social balance according to the principles of 
justice. 


cso: 3010 
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JAMAICA 





SUGAR OFFICIALS FORECAST GLOOMY FUTURE FOR INDUSTRY 
FL111730 Bridgetown ADVOCATE-NEWS in English 7 Nov 79 p 9 FL 


[Text] Kingston, Jamaica, 6 Nov (CANA)--Jamaican sugar officials have been 
forecasting a gloomy future for the industry, unless the current season turns 
out better than the last one. 


The general manager of the Frome Sugar Factory in Westmoreland, Parish Noel 
Donaldson told a meeting of cane farmers that the 1978-79 sugar crop was a 
national disaster, due to a number of factors but clilefly to the April and 
June flood rains. 


He said Jamaica was unable to fill its international quota last year, and 
that it would take a concerted effort by all people involved in the industry 
for this year's quota to be met. 


Failing this, he told the farmers Saturday, where the sugar industry would 
go would be anybody's guess. 


A “daily news" report of Mr Donaldson's address quoted a sugar Industry 
Authority (SIA) senior field officer, Rupert Webley, as also lamenting the 
island's inability to fill its quotas. This he said caused Jamaican cane 
farmers to lose some J$6 million in income. 


Mr Webley noted that the shortfall in the last crop year had been a major 
factor in opening the Frome Factory earlier than usual last week in the 
hope that 20,000 tons of sugar can be produced by the end of December to 
help meet an export quota of 32,000 tons. 


The 1978-79 sugar crop was projected to produce 350,000 tons of sugar, but 
fell short by some 85,000 tons. 


The actual end of crop output was 266,000 tons. 


cso: 3010 
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JAMAICA 


BRIEFS 


ASSISTANT POLICE CHIEF MURDERED--Assistant Police Superintendent (George 
Hunt) of the mobile reserves who was shot by a gunman on Sunday night 
died early this morning in the University Hospital. Assistant Super- 
intendent (Hunt) was shot in the head by (at least) two gunmen who stole 
his car and his service revolver. The incident occurred at the inter- 
section of King’s Way and Devon Road. The car was later recovered in 
the (Denim Town) area of western Kingston. [Text] [FLO72016 Kingston 
Domestic Service in English 1830 GMT 7 Nov 79 FL] 


RAILWAY STRIKE CONTINUING-—-With the island strained at another standstill 
as a result of a sick-out by workers who wish to be affiliated to the 
DMWU [Dockers and Marine Workers Union] other workers represented by the 
NW [National Workers’ Union] and the BITU [Bustamante Industrial Trades 
Union] are now organizing a protest march against the move by their 
colleagues. The decision to take protest action came this morning at 

the meeting between officers of the BITU and NWU and some 250 of their 
members. According to the vice president of the BITU, Mr (Lazarus 
Beckford), the membership of the two unions is concerned about its future 
at the railway, fearing that the corporation may close down permanently 
as a result of the current unrest. Mr (Beckford) said the protest march 
would go to all the various media houses and the Ministry of Public 
Utilities to give these workers side of the story. The controversial 
representational rights issue between the DMWU and the railway is now in 
ite ninth month and has already led to a 46-day strike by the workers who 
wish affiliation with the union. The decision to take this latest round 
of industrial action came yesterday after a DMWU delegation to the head- 
quarters of the JRC [Jamaica Railway Corporation] was rejected by the 
police. he [FLO81616 Kingston Domestic Service in English 1530 GMT 
8 Nov 79 FL 
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NICARAGUA 


"CUBANIZATION' OF THE FSLN REVOLUTION DISCUSSED 
Quito FL COMERCIO in Spanish 13 Oct 79 pp 4, 5 


[Text] Managua--Is Nicaragua becoming a "Cuba within Central America," 

or instead of the paths to “cuban'zation,” is it following the road to 
democratic pluralism: that is the qwestion. "Revolutions can not be 
exported. Nicaragua will not be a second Cuba. It's foolish to think 
this,” current strongman Commander Tomas Borge, has stated repeatedly. 

There will probably be a “mass revolutionary socialist movement” but that 
does not mean that other groups--conservatives, christian socialists, lib- 
eral independents, or social democrats are not going to have their chances,” 
said Sergio Ramirez Mercado, another “moderate” member of the Reconstruc- 
tionist Government Junta. 


Will elections be held? "Undoubtedly several elections are going to take 
place within two or three years," believes one Nicaraguan journalist. “I 
think social democracy has a future in Nicaragua, although a nucleus of 

such a political party has not yet been formed. Other currents will also be 
able to obtain support from various sectors, such as the christian social- 
ists, democratic conservatives, independent liberals.... And, the So- 
cialist Party (Communists) is already organized." 


However, the Managua journalist adds, “we have to build the complete elec- 
toral system, because during the dynasty, ‘elections’ were fraudulent. 

We need assistance in this matter, from fr‘ sendly democratic countries, 
such as Costa Rica and Venezuela, for example, who support us in our 
struggle, Unfortunately, we have no experience in this field...." 


Of course, this will be a great victory, offering the Nicaraguan people an 
alternative, the possibility to choose between “the many colors of the 
democratic plusalist spectrum." Nevertheless, skeptical observers fore- 
see the ghost of the so-called “patriotic fronts” growing in East Europe 
under soviet auspicies. In those countries, the democratic political 
parties were intimidated and annihilated by the brute force of the police 
and those who remained were forced to form a “patriotic front," which 
wasn't anything other than a pretentious name for the Communist Party. 
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in spite of repeated statements by several members of the Government Junta 
and the commanding chiefs of the FSNL, signs abound showing the alarming 
aspects of current Nicaraguan life. Those who know post-war East European 
history well--as does this correspondent--know that totalitarian strategy 
uses special organizational and blackmailing mechanisms. One of these is 
the politically based “neighborhood committee." The leaders of these 
committees can become informers. This is why the Red Cross tried to oppose 
the distribution of food and medicine from these "neighborhood committees,” 
insisting that no one can be helped by their political inclinations. The 
authorities simply seized the air shipment sent by the Brazilian Red Cross 
as well as others which arrived by boat. In the beginning, the United 
States sent their donations to the Red Cross, but by the end of August half 
of the food and medicine arrived designated for the Government Junta and 
half for the Red Cross. 





The most important position is that of the Minister of Interior who estab- 
lishes the policy. Commander Tomas Borge occupies this position and also 
makes the arrangements concerning FSNL weapons being that he is a member 
of the “Sandanista Triumvirate” as well as “the chief of the nine comman- 
ders of the Front." On the othey hand, the Government Junta has no real 
power. Heretofore it has been said that harmony exists between the five 
members of the Junta--two Marxists: Commander Tomas Borge Martinez and 
Commander Moises Hassan Moraliws, with strong ties to the (Palestinian) 
PLO; two “Moderates,” Sergio Ramirez Mercado and Alfonso Robelo; and "the 
symbol of the revolution" Mrs. Violeta Barrios de Chamorro. The Junta 
adopts decisions by consensus. 


In spite of the fact that the possibility of a settlement can not be ex- 
cluded, international affairs experts indicate that possibly "the new 
Nicaragua” will realize that the common sense policy would be to follow 
the route of democratic pluralism. Nicaragua, angered by dynasty dictator- 
ship and destroyed by war, needs a great deal of assistance aud credit, 
available only from the United States, Western Europe, and Liutin America. 


Commander Tomas Borge, up until now, has shown himself to be a reasonable 
man. Forgetting that he had spent seven monthe chained to grilles in a 
"Somoza" jail, he stated that "the revolution will be an honorable one" 

and there will be no executions as, for example have taken place in Iran, 
controlled by the religious fanatic Khomeini. Of course he enjoys a per- 
sonal friendship with Fidel Castro whom he visited in Havana on 14 August 
"to celebrate their birthdays together, since Castro and Borge just happened 
to be born on the same day. Therefore the purpose of the visit was for 
consultation: in what way could Cuba and the Soviet Union help Nicaragua? 


We recall what Fidel Castro said to Salvador Allende, when the Chilean 
"socialist" leader assumed the presidency. “Let us not break our ties with 
the United States," said Castro. He probably repeated this same thing to 
Borge, informing him that Russia would not be able to send him any mater- 
ial assistance (except for a box of "Soviet Vodka made in the USSR" which 
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we have seen at the Managua airport. The Soviet Union has enormous eco- 
nomic difficulties and can not afford the luxury of maintaining new “clients,” 
since it has to invest up to seven million dollars daily in Cuba. in ad- 
dition, it help out Vietnam, its “strategic ally” against China, with sev- 
eral million dollars. The Moscow Politburo well understands that strete- 
gicaily, it could never defend Nicauagua because of the Central American 
“umbilical cord” between North and South America. 


Commander Borge has shown himself to be a cautious man, however there are 
“civil courts” which could be influenced by party politics, and the 500 

or so exiles which return daily from Costa Rica are subjected to an “in- 
doctrination course on their way back." Tue banks are nationalized and 
weapons control is in the hands of the FSYNL. Weapons are in the possession 
of irresponsible people, many of them from other countries where they have 
commited terrorist acts. Some 60 left-wing extremists, who incited 
we-kers for the commandeering of the complete private sector, were expelied 
by the Junta. 


Thus the struggle of the Nicaraguan people did not end. Two months after 
the victory of the revolution, the future was still shady. The situation 
is serious; the danger is latent and we will recall the opinion of Kissin- 
ger who said that there is a possibility that the Nicaraguan dictatorship 
of Somoze may become “an even worse dictatorship.” However, let us not 
forget that Pedro Joaquin Chamorro fought almost 20 years against totali- 
tarianism--for the sake of democracy--and lastly, democracy is stronger 
than dictatorships. 


cso: 310 


142 











WICARAGUA 


JUNTA MEMBERS TOUR ATLANTIC COAST AREA 
PA140423 Managua Radio Sandino in Spanish 0300 GMT 9 Ne~ 79 PA 


[Text] Comdr Danile Ortega, member of the Junta of the Government of Na- 
tional Reconstruction, yesterday ended a 5-day visit to the Atlantic coast 
with an inspection of the burned warehouse area at La Rosita Mine, attributed 
to counterrevolutionary elements. 


Commander Ortega told the miners it was their duty to defend the place they 
work because once it is destroyed the revolution is in no position to pro- 
vide them with other jobs. 


Commander Ortega pointed out that anyone caught in an act of sabotage will 
be executed on the spot. 


Companero Ortega arrived Friday accompanied by Sergio Ramirez and Moises 
Hassan and members of the cabinet of the Junta of the Government of Na’ ional 


Reconstruction. 


They were all present in Siuna when the decree nationalizing the mines was 
read to the public. 


Afterwards Companero Ortega visited the mines at La Rosita, Bonanza, La ’ 
Tronquera, Washpan and Puerto Cabezas, to see for himself the problems af- 


fecting the communities. He was accompanied by Companero Rogelio Ramirez, 
coordinator of municipaltiies, and representatives of the Agrarian Reform 
Institute and other public institutions. 


Wherever he went Companero Ortega made a point of saying that we are all 


Nicaraguans despite the color of our sk/n and therefore we sust all support 


the revolutionary process by joining te Sandinist organizations of peasants, 
workers, women and children. 
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NICARAGUA 


COLUMNIST DEFENDS PRESS LAW, REVOLUTIONARY PROCESS 
PAO92143 Managua LA PRENSA in Spanish 6 Now 79 p 2 PA 
[“Mirador Semanal” column by Manuel Eugarrios: “Journalism and Revolution") 


[Text] We must not deceive ourselves: There are many people in this coun- 
try who want journalists to attack the revolution constantly, just as we 
used to attack Somozisn. 


They are the same individuais who, lost in the old system's mental and poli- 
tical maze, yearn for yellow journalism and want us to continue a frivolous 
press charscterized by rumor and tastelessness. 


On the one hand, they want journalists to maintain at all cost the “objec- 
tivity” taught by imperialism so they will not have to analyze in detail 

ovr »vressing national problems which are intertwined with the class struggle. 
On the other hand, they want us to systematically, whimsically and irration- 
ally criticize the Nicaraguan revolution, publishing any foolishness anyone 
out there might care to say. 


Why do those individuals want all this...? 


Some of them are aifected by an incurable mental, and an even greater poli- 
tical, incapacity to understand this revolution and will inevitably sink in 
the davk waters of their own insignificance. 


They will never understand the magnitude of our revolutionary process and 
will wait in vain, until they are very old, for the dull sun of stupidity 
and superficiality of an ignored and forgotten ruling class to shine once 
again in Nicaragua. 


Of course there are professionals of all types--of those who only learned 
their curriculum—-and there are even a few journalists who, to their a iti- 
mate delight, would like the papers to continue devoting large section, to 
Jacqueline Kennedy's frivolous activities, to reporting that the stee) king 
blew his nose with a gold handkerchief or that a three-legged chicken was 


born in Nandayosi. 
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But there are others who fully understand our process and its popular goals. 
Despite this, or because of it, ¢! pose the revolution and want us 
journalists to engage in an open, systematic and bloody battle against it, 
thus hoping to continue using us es the instruments of their exploitative 
class. 


Call them bourgeois or whatever you wish (such unusual definitions of this 
word have now been given that one gentleman has even maintained the 
bourgeois have been nothing but holy little angels who owned the means of 
production). The truth is that this second group includes that small group 
of Nicaraguans who used to have their earthly paradise here. Under the 
revolution they will see all their former privileges and chances to con- 
tinue viciously exploiting our people lost forever. 


That is why they have all gone elsewhere--and will surely contingue to do so 
as this popular revolution takes away their privileges--to slander our pro- 
cess and to state publicly that the revolution has forbidden journalistic 
criticism even though they themselves practice it freely in this country and 
nobody has in ary way bothered them so far. 


Fortunately, thanks to our firm revolutionary convictions, 90 percent of 
Nicaraguan journalists--and workers, peasants, students and women's groups-—- 
are resolutely determined not only to support at all cost the revolution 
which our firm and heroic people made possible with so much sacrifice, but 
to consolidate and defend it as well, even with our lives, es we did in 

the days of the Somozist tyranny. 





For this reason, we journalists in this beautiful Sandinist revolutionary 
process have undertaken the honor and dignity of drafting our own press 
laws which will be aimed at achieving professional unity and at occupying 
the lofty place given to us in the development of the new society. 
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NICARAGUA 


LOCAL CHILDREN DOING WELL IN CUBA, MINISTER SAYS 
PA122006 Managua Radio Sandino in Spanish 1800 GMT 12 Nov 79 PA 


[Text] At a news conference today at the Social Welfare Ministry, it was 
explained that at present 609 children are in Cuba, 59 of them in Havana 
and the others on the Isle of Youth. 


The news conference was held by Social Welfare Minister Companera Lea Guido 
and the parents of the child who had an accident there. The parents gave 
a report on the status of Nicaraguans in Cuba. 


Companera Lea Guido explained that the children are well and receive things 
they need such as food, clothing, medicine and everything the child requires 
to help his education. This education consists of a mixture of practical 
work and theory. 


Companera Lea Guido added that the children are very happy. She said 
there have been adaptation problems, but this is normal. The children are 
ove, coming these problems and only a few have caused trouble, like the 
nine who will be returning to Nicaragua in the next few days. They pre- 
sented behavioral rather than adaptation problems. 


In these cases all methods were tried to correct their behavior. Therefore 
it was decided to return them to Nicaragua. These nine children went so 
far as to attack their companeros. 


Mr Fonseca, the father of the student who had an accident, gave his impres- 
sions of the things he had seen in Cuba. He said it is a marvelous oppor- 
tunity and he advises parents to set their minds at ease because the chil- 
dren are quite well. 


The students are working and studying very well. They have organized thea- 
ter, music and singing groups and have sent a message to their parents to 
the effect that they are content, very well and happy and do not wish to 
return until they have completed their studies. In general, they are very 
happy because they have been made very comfortable. 
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NICARAGUA 





RAMIREZ MERCADO SPEAKS AT CARLOS FONSECA AMADOR FUNERAL 
PA140328 Managua Radio Sandino in Spanish 2000 GMT 7 Nov 79 PA 


[Speech by Sergio Ramirez Mercado at funeral ceremonies for Carlos Fonseca 
Amador in Revolutionary Plaza--recorded } 


[Excerpts] We would like the unbelievers to come to this plaza today. We 
would like the enemies of our revolution to be present here--all those who 
yearn for the past anc who fear the future, those who dream of their lost 
privileges, their splendid businesses and their private clubs. 


The people gathered here today could tell them if it is not true that for 
the first time in Nicaraguan history we have achieved true democracy. Thus 
we would silence those who sat at banquets with Somoza and who today speak 
of democracy; those who sought the blessing of the State Department and 
today speak of democracy; those who wanted Somoza to leave but not the Na- 
tional Guard. That was never democracy. 


The people could also talk about freedom of the press. There are those who 
say freedom of the press is threatened in Nicaragua and that we should can- 
cel our press law. Our law forbids propaganda for aicoholic drinks, for 
cigarettes, the use of women as commercial objects and commercials praising 
crime and criminal violence. This law was drafted by the newsmen theuselves. 
We are not going to abolish this law unless the people say so. 


A revolution must imitate the sacrifices of its leaders, the unselfishness 
and determination of its founders. The sad days are past when we did not 
have men to take up arms. Today there are rifles in thousands of hands, 
just like the Sandinist flags in thousands and thousands of hands. it is 
the people who are carrying the flags and rifles. The Nicaragua of the 
Slaves, traitors, fascists and henchmen is gone. These are the people of 
Carlos Fonseca Amador, the tireless fighter who opened the doors of history 
to the people. 
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NICARAGUA 


VIOLETA CHAMORRO APPEALS FOR RESTORATION OF DOWNTOWN MANAGUA 
PA131516 Managua Domestic Service in Spanish 0400 GMT 13 Now 79 PA 


[Text] Companera Violeta Barrios de Chamorro, a member of the Junta of 

the Government of National Reconstruction, reported today that the restora- 
tion of the downtown area of Managua and the construction of the Luis Al- 
fonso Velasquez Park will become a reality under the guidance of the revolu- 
tionary government and the Sandinist National Liberation Front. 


The following is a recording in which Companera Barrios de Chamorro discusses 
the public works which will be carried out in the older section of downtown 
Managua, an area forgotten by the genocidal Somoza dictatorship. 


[Begin recording] Dear companeros of Nicaraguan radio, press and televi- 
sion and all radio listeners. 


I wish to publicly thank those families who, in a patriotic and generous 
gesture, have demonstrated their confidence in this revolutionary government 
by donating to the housing and human settlements ministry their land in the 
urban center of Managua. 


The Junta of the Government of National Reconstruction wishes to build, in 
the destroyed center of the city, parks, athletic fields, plazas and houses 
as soon as possible. This will give our capital a true community center 
which will contribute to our children's healthy development and provide 
recreation for all. 


Somozist looting prevented the reconstruction of the downtown area, and the 
Somozists also took all the funds that could have been used for this pur- 
pose. International solidarity has supported our government by making do- 
nations sufficient for the beginning of reconstruction but 4 great amount 
of money is needed to carry out this project. 


For this reason, I now appeal to the revolutionary consciences of Nicaraguans 
who want to see the center of their capital restored promptly, and I invite 
them to follow the example of those families which, with an unselfish and 
realistic attitude, have already donated sor+ lots. The housing ministry and 
youths who fought for our liberation are aw.iting your answer. 
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NICARAGUA 


RAMIREZ HOMACE TO SLAIN--A public meeting was held here this afternoon to 
render homage to our Companero Eduardo Contreras, killed on 7 November 1976 
by the @urderous guard of the deposed dictatorship. Martyrs Silvio Renasco 
and Rogelio Picado, killed on the same occasion, were also remembered. Com- 
panero Sergio Ramirez, member of the Junta of the Government of National 
Reconstruction, and representatives of the Sandinist National Liberation 
Front National Directorate attended this sipnificant ceremony in homage of 
these martyrs of our revolution. [Text] [PA140341 Managua Radio Sandino 

in Spanish 0300 GMT 9 Nov 79 PA] 
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PANAMA 


RANCHER REVEALS LOCATION OF ARMS FOR ABORTIVE COUP 
PAO92025 Panama City CIRCUITO RPC Television in Spanish 1800 GMT 9 Nov 79 PA 


[Text] Chiriqui rancher Celso Antonio Feijoo Romero today showed the National 
Guard where he hid the weapons with which a group of opponents of the govern- 
ment were planning to carry out an armed revolt in October. 


He disappeared from his ranch on 10 October when the National Guard went to 
arrest him for his alleged participation in a revolutionary plot. He appeared 
several days later in the house of Chiriqui Archbishop MSGR Daniel Nunez. 
Feijoo was arrested when the persons arrested for involvement in the plot 

said that he had attended their meetings. Several persons testified that 
Feijoo had concealed the weapons. This was denied by Feijoo. 


Official sources reported today Feijoo had agreed to show the authorities 
the location of the arms cache. Further details have not been disclosed. 
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VENEZUELA 


SIGNIFICANCE OF DIEGO ARRIA CASE ASSESSED 
Caracas BOHEMIA in Spanish 15-21 Oct 79 p 30 


[Text] The fact that Diego Arria is to be tried for the alleged crime 

of administrative corruption is of great significance to the country, 

not because the legal action per se is proposed but rather because of the 
prominence of the person: former minister, former governor, former 
president of the CSB [Simon Bolivar Center] and former special aide to 
CAP [Carlos Andres Perez]. 


Arria will appear in court to give an account of his handling of the 
purchase of lands in Antimano for which reportedly there was an over- 
charge. If this court action ordered by Prosecutor Pedro Jose Mantellini 
is successful, the repercussions will be such that finally the people 
could feel a rebirth of their faith in justice. To prevent the opposite 
from happening, the court will have to render a judgment very carefully. 


However, what is certain is that various theses are being advanced with 
respect to the specific case of Diego Arria. The first is that of the 
Attorney General's office which states that Diego Arrai, for having 
allegedly committed the crime of corruption while performing the duties 
of his high position, must be subjected to a merits hearing in the Supreme 
Court of Justice, as provided by Article 215 of the Constitution. 


However, there is another position which maintains just the opposite. 

That is, Arria no longer holds this office; and his case should not be 
taken to the Supreme Court of Justice. But perhaps the clearest position 
is that of Jorge Olavarria who says that Diego Arria did not commit the 
crime as governor but rather in his capacity as the president of the Simon 
Bolivar Center. 


In any event, the same Article 215 states that a merits hearing only will 
be held in the Supreme Court of Justice after which the case will be handed 
down to the ordinary courts. 


The position now taken by the Judicial Branch (and this is what is most 


important in this trial) will determine whether or not with certainty we 
can have hope that truth will combat this terrible crime. 
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VENEZUELA 


BRIEFS 


MAS FOREIGN RELATIONS--The foreign affairs section of the MAS [Movement 

for Socialism] handles a broad spectrum of activities. At present, Pompeyo 
Marquez, secretary-general of that party, is responding to an invitation 
from the Mexican PRI [Institutional Revolutionary Party]; Bayardo Sardi 

is attending a seminar in Yugoslavia; Argelia Laya has just returned from 
a visit to Cuba and Panama; and Teodoro Petkoff will accept a Cuban 
invitation in November, after his visit to the People's Reprulic of China. 
[Text] [Caracas BOHEMIA in Spanish 15-21 Oct 79 p 16] 8143 


WAGE INCREASE DISPUTE--The President of the Republic says that wage increases 
are not exactly the way to achieve the country’s economic stability. The 
Confederation of Workers of Venezuela [CTV] feels that its demands are just 
and reasonable. The government party is seeking parliamentary alliance 

to consolidate the blocking of the CTV's petitions. FEDECAMARAS [Association 
of the Chambers of Commerce and Industry] maintains that wage increases, as 
now presented, would result in the destruction of the structures of small 

and medium-size industries, as well as the cottage industry sector, which 

is now bankrupt. For their part, the COPEI [Social Christian Party] unionists, 
in the euphoria of their expansionist plans within the Venezuelan working 
class, feel obligated to say that they are in favor of the increases. From 
the practical standpoint, the violent inflationary spiral is exerting 
serious pressure on the interests of the great popular sectors, whose 
purchasing power is decreasing in an accelerated manner, principally because 
of the sustained rise in the prices of food, footwear, clothing and the 
necessary services. Such was the state of affairs at the time this edition 
of BOHEMIA went to press early because of a holiday in the workweek, with 
precise information continuing to be unavailable. Who is right? Desperate 
consumers would like to have practical and rapid solutions to the problem 

of the rise in the cost of living which is so dramatically hitting them at 
this time. [Text] [Caracas BOHEMIA in Spanish 15-21 Oct 79 pp 13-14) 8143 


AD-PEREZ CONFLICT--The ever-astute political leader, Gonzalo Barrios, almost 
immediately after President Luis Herrera Campins speech about the amount of 
the public debt, said that Democratic Action [AD] had been detached from 
the government by Carlos Andres Perez. Dr Barrios made reference (but with 
\\ double entendre) to the traditional fact that the AD frees from party 
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discipline its activists who attain the top position. For those who remember 
the problems former President Carlos Andres Perez had had with his party 
during his term will be able to infer that evidently there had not been 

too good a relation. On the contrary, there was even talk in political 
sectors that Carlos Andres Perez, in many instances, refused to pay any 
attention to the CEN [National Executive Committee] of AD. In practice, 
contrary to other periods, the administrator of former President Perez did 
not have strong ties with his party, at least of an institutional kind, even 
though a few sectors did participate actively in a number of decisions. 
However, what is certain is that vis-a-vis public opinion in general, Demo- 
cratic Action is, in the final analysis, responsible for the nation's high 
deficit situation. The fact that the temperate politician, Gonzalo Barrios, 
has stated the existence of that detachment from government means a lot. 

For the AD, in fact, it is a hard blow that it will have to absorb in 

order to fortify itself and redeem its prestige at the national level in 
future decisions. [Text] [Caracas BOHEMIA in Spanish 15-21 Oct 79 p 31] 8143 





DOUGLAS BRAVO RETURNS TO LEGAL STATUS--Former guerrilla leader Dougles Bravo 
will return to legal status on 24 November in Coro. It was in the mountains 
of Coro that the insurrectionary struggle began almost 18 years ago. The 
lawsuit against Douglas Bravo was dismissed by the President of the Republic 
on 24 September, yet the former guerrilla leader decided to remain in hiding. 
He now considers it the right time to return to the people's struggle. A 
reception committee presided over by Dr Rafael Vicente Beaujon is organizing 
a public gathering to receive Bravo. Diego Salazar, Leonardo Gonzalez and 
Kleber Ramirez of the national political committee of Rupture [Rupture 
Political Movement] made the announcement and took the opportunity to express 
the movements opinion on the current political situation. They believe there 
is a general crisis in the political, social, economic, institutional and 
moral order. In regard to this last aspect, they pointed out the cases of 
administrative corruption in which high level officials of the previous 
administration are involved. They also referred to tise decontrol of prices, 
which they termed antipopular and fundamental in the popular protests. They 
support the salary increase law, complemented by sliding scale and the freezing 
of prices. They said, "We are facing an awakening of the working class after 
a long silence. La Victoria and Maracay mark the beginning; Valencia, 
Caracas, Merida, Guayana and other cities continue the large mobilizations of 
the workers and other sectors of the people.” In another portion of their 
statements, they stated that the PRV [Party of the Venezuelan Revolution] 

and the Rupture [MPR; Rupture Political Movement] are holding talks on the 
unification of the two movements, which have strong political and ideological 
similarities. [Excerpts] [Caracas EL NACIONAL in Spanish 2 Nov 79 p D-2] 
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